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L THE ILLUSION OF 
TWENTIETH CENTURY SOCIALISM 


Since the year 19SS the Labour Party has been engaged in 
an intensive examination of every aspect of policy. A round 
dozen of policy statements have been issued, which have 
now been boil^ down to a General Election programme. 
The results of this intense examination have been summarised 
by Mr. C. A. R. Crosland; 

“^oadly one may say that the revisionist period is over; 
that is, the business of giving the Labour Party a policy 
attuned to mid-twentieth-century conditions is more or less 
complete. On the theoretical plane this period began with 
‘New Fabian Essays’, and continued with analytical work by 
Mr. Strachey, the Socialist Union group, and myself. On the 
practical plaw it culminated in the recent series of Labour 
Party statements, all bearing the marks of Mr. Gaitskell’s 
personal influence. British Socialism now lays less stress on 
old-style nationalisation and detailed physical controls and 
much more on economic expansion, and social equality; 
while its pristine soni-Marxist analysis of capitalism has givm 
way to a more subtle dieory of the post-capitalist society. 

“The new emphasis, though still encountering some psycho¬ 
logical resistance among the local activists, is accepted not 
merely by the patty leadership but. by most left intellectuals, 
at least those in touch with public affairs. I may add that the 
party has been given insu£Scient credit for this major realign¬ 
ment of its outlodk.’’ (The Spectator.’7A October, 1958.) 

Now of course it is necessary that all political parties should 
have a poli^ attuoed to mid-twentieth-century conditirms. 
But this new Labour Party policy io the main has bear 
formulated by the simple process of ignoring some of the 
major ocmditions of the mid-twentieth century. 
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Reading the policy documents, one can only come to the 
conclusion that their authors do not regard the rapid econo¬ 
mic growth of the Soviet Union and China and their tremen¬ 
dous educational advance as having any interest for Socialists 
in Britain. Yet surely this rapid growth, which in both cases 
started from a situation of extreme economic backwardness, 
reveals the terrific dynamic of socialist planning. The fact 
that the authors have chosen to ignore this suggests that they 
are prepared to turn a blind eye to any developments of a 
socialist character in the mid-twentieth century which do not 
fit in with their prejudices. 

The authors cannot quite ignore the advance of the colonial 
liberation movement, and indeed devote their studies to it. 
They are concerned with the organisation of somewhat 
meagre assistance to the more backward colonies and ex¬ 
colonies. It does not strike them that some of those colonies 
would be in a better position to save themselves if the 
imperialists ceased to exploit them, or indeed if imperialist 
attempts to mitigate the crisis in Britain did not have the 
effect of deepening the crisis in the colonies; for example, 
the dear money policy, devised in order to save the pound, 
resulted in stagnation in British industry and a falling 
demand for colonial raw materials, leading in turn to a fall 
in their prices. As a result of this policy the British capitalist 
economy found its terms of trade improving to the extent of 
£1S0 million per annum—^a windfall gain at the expense of 
the colonies. Compared with that fact, how meagre are the 
proposals for assistance in development. 

It never seems to have entered the minds of the Labour 
experts that the fact that the Soviet Union is able and willing 
to help the ex-colonial countries opens the way to a non¬ 
capitalist development, which is more important than any 
assistance or loans from capitalist States aimed at stimulating 
colonial development on capitalist lines. 

In all the policy documents the existence of a capitalist 
offensive directed against the working class, expressed most 
notably by the coming to power of de Gaulle in France, is 
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passed over in complete silence. That the British Tories, for 
example, are pursuing reactionary policies aiming at driving 
the working class back, is played down. The Tories are repre¬ 
sented as wrong, stupid or out of date—never as malevolently 
reactionary. 

So our basic complaint is not that the Labour Party has 
attuned its policy to the conditions of the mid-twentieth 
century, but that it has produced a policy which appears to 
be completely insulated from those conditions. 

Readers will note that society in Britain today is referred 
to by Mr. Crosland as post-capitalist society—that is, as a 
society that has already developed beyond any stage that 
is recognisably capitalist. We are told, for example, that 
governments and political parties have now at their disposal 
a new economic theory—elaborated by the late Lord Keynes 
and his disciples—^which not only enables them to understand 
the workings of the economy better than ever before, but 
which also enables them to devise policies for eliminating 
social evils, such as mass unemployment, which previous 
generations had believed to be incurable, at least within the 
framework of the capitalist system. This theory, it is confi¬ 
dently asserted, is not only immensely superior to all previous 
capitalist theories, but it has also definitely superseded Marx¬ 
ism with its critique of capitalist society. 

It follows from the general analysis of the Keynesians 
that if governments can maintain full employment and 
eliminate other major social evils, within an economic 
framework in which the bulk of industry is owned by large 
capitalist firms, then arguments in favour of taking over 
these firms by a socialist government are weakened. 

So socialism, Mr. Crosland insists, is a series of moral 
ideals about freedom, equality, etc., which have to be trans¬ 
lated into reforms, in a society in which the majority of 
industries still function und^ private ownership. Anyone who 
holds these moral ideals, and strives to get them embodied 
in reforms, can on this reasomng claim to be a socialist. 

Some right-wing theorists also insist that we need a new 
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conception of trade unionism to chime in with a society 
which they allege has been transformed out of all recognition 
since 1939. 

We believe that these are illusions which are always 
prevalent in periods of comparative prosperity in capitalist 
society; that this prosperity in recent years has had little to 
do with specific government policies; and that what we have 
been living through has been a prolonged boom due to post¬ 
war circumstances that are now beginning to pass away. 

Far be it from us to insist that the working class has not 
improved its position as compared with the period before 
the Second World War. But we do insist that these improve¬ 
ments, now under attack by the capitalists, do not add up to 
a new social order—“this new mixed economy” the Labour 
Party caUs it. Some of the substantial social reforms were 
achieved when the ruling class in Britain (which had dis¬ 
credited itself by its encouragement of fascism right up to 
the beginning of the war) was badly shaken by the popular 
upsurge, which resulted in the post-war Labour government. 
But social reform is now at a virtual standstill and the Labour 
Party is informing us that a new round of social reform must 
be preceded by an intensive bout of capital development 
throughout British industry—State and private alike. 

Really, it would have been an all-time social miracle if 
the working class had not achieved some social gains. A 
major part in the victory over fascism had been achieved by 
a socialist great power—the Soviet Union. Socialist govern¬ 
ments were arising in a number of East European countries 
where fascist or near-fascist governments had previously 
ruled. Major colonies were throwing off imperial tutelage. 
The Chinese Revolution (soon to be victorious) was advanc¬ 
ing. Is it any wonder that the shaken ruling class in the major 
capitalist countries, faced with the working class and laige 
sections of the middle class demanding a new deal, were 
prepared to make concessions? 

What did these concessions really amount to? The share 
of wages in the national income increased trcm 37 per cent 
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0n the depression year 1938) to 47 per cent (in 1948). and 
this position has been mcne or less held down to the present 
day. Full emjdoyment enabled the workers, in industries 
where earnings were low (mining, agriculture and cotton) to 
push up their earnings, and a shift of employment from low* 
paid jobs (distributive trades) to high-paid jobs (engineering) 
helped to do the rest. In regard to the social services, and 
(xmtrary to popular belief, enough is collected from the 
workers in taxation to pay not only the whole cost of the 
social services which they enjoy but provide an additional 
£600 million to finance other forms of State expenditure. The 
rich can claim that they are taxed much more heavily than 
they were before the war. This is true, but the extra revenue 
goes to finance a much higher military expenditure and to 
service a much larger war debt. The supporters of capitalism 
cannot claim, therefore, that it is the heavy taxation of the 
rich that finances the social services. The most that they can 
claim is that if the capitalists were taxed less, the workers 
would be taxed more to finance military expcmditure at its 
present level. 

This is true, but it does not sustain the proposition that 
there has been a substantial redistribution of income, from 
the rich to the poor, through the medium oi the sodal 
services. We therefore deny that the concessions wrung from 
capitalism add up to a social order basically differmit from 
pre-war monc^ly capitalism. It should be noted in passing 
that as time goes <mi the amount of taxation extracted from 
companies (both in real and in money terms) decreases, 
leaving the companies with more profits after tax. In 19S2 the 
gross total profit of companies operating in the United King¬ 
dom was £2,475 million, of which the State took £982 millirm. 
leaving £1,493 million. In 1955 trading profits were £3.399 
million, taxation £923 million, leaving £2,476 million. In 1957 
trading prc^ts were £3,810 million, taxes £925 million, leaving 
£2,885 million. The reactirmary trend is obvious. 

The right-wing proposition that monopoly cafMtalian can 
be ccmtndled to secure increased freedom, security and pros- 
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perity to the mass of the British people is demonstrably false, 
as we will show. 

Regrettably, we have no space to deal with the vast 
problem of Labour and the Empire. 

We will confine ourselves to the theories of Right-wing 
Labour in the following order: The Doctrine of J. M. 
Keynes; The Theory of the Changed Character of Large 
Firms; The Policy of State Shareholding; The Policy of 
Managed Capitalism (as outlined in Plan for Progress) in 
relation to economic expansion, combating slumps and 
preventing inflation; finally, we will show where reformist 
policy is leading us and will outline the socialist alternative. 
The fight for peace is the subject of another booklet in this 
series. 


II. THE ILLUSION OF 
FULL EMPLOYMENT 

Lord (J. M.) Keynes, acclaimed by both Tory and Labour 
parties, was the economic theorist of the General Crisis of 
Capitalism. His fame rests on the incorrect belief that he 
discovered ways and means of abolishing mass unemploy¬ 
ment—^the central plague of capitalism—^without in any way 
interfering with the foundations of the system itself. 

The capitalist economic teaching ruling in Britain for many 
years held that capitalism was a systrai which naturally 
tended to move towards full employment. It might be thrown 
off its course temporarily, but recovery was swift and it 
always sought to reach a balance at a level of full employ¬ 
ment. Now this alleged law was certainly not true of the 
British capitalist economy between the wars. There were, 
true enough, fluctuations in employment but they never 
reduced unemployment much below the million mark in the 
twenty-year period between the wars. If there were forces 
tending to full employment inherent in the capitalist system, 
they were not functioning in Britain between 1921 and 1940. 
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The theory that capitalism always tended to move towards 
a condition of full employment was based on what was 
known as ""the law of markets’** expounded by the nineteenth 
century French economist. J. B. Say. 

This law was based on the proposition that capitalist 
production tends to create its own market as it develops. 
The wages and salaries which are earned together with the 
rent, interest and profit which are appropriated by the 
capitalists are available to buy the goods which are being 
produced, and so there need never be a general over¬ 
production of goods that the market could not absorb. True, 
a single capitalist firm could miscalculate and find itself with 
goods which the market did not want; but that was purely a 
local sectional mishap. The whole system could never get 
into a state of over-production. 

After a series of studies lasting over a period of thirty 
years Keynes came to the conclusion that Say’s so-called 
law, as far as it denied the possibility of over-production, was 
wrong. This was in its way a new discovery for capitcdist 
economics. But fifty years or so previously ^rl Marx had 
made the same discovery, which became an integral part of 
the Marxist theory of economic crisis. Of course, if everyone 
in receipt of wages, salaries, rent, interest and profit spent 
them immediately. Say’s law would have been plausible. But 
in real life this is not so. There could be quite an interval 
between a capitalist realising his profit and spending, on the 
extension of his business, that part not devoted to his own 
personal consumption. 

Marx dealt with this in various passages in Capital: 

^'Nothing can be more childish than the dogma that 
because every sale is a purchase and every purchase a 
sale, therefore the circulation of commodities implies an 
equilibrium of sales and purchases. 

*‘lf this means that the number of actual sales is equal 
to the number of purchases it is mere tautology. But its 
real purpose is to prove that every seller brings his buyer 
to market with him. Nothing of the kind. 
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‘The purchaser has the commodity* the seller has the 
money* i.e. a commodity ready to go into circulation at 
any time. No one can sell unless someone else purchases. 
But no one is forthwith bound to purchase because he has 
just sold. . . . 

“If the interval in time between the two complementary 
phases of the complete metamorphosis of a commodity 
becomes too great* if the split between sale and purchase 
becomes too pronounced* the intimate connection between 
them, their oneness* asserts itself by producing a crisis.*’ 
The fact that there is such a gap between sale or purchase* 
or between the receipt of incomes by the capitalists and these 
incomes being spent, creates the possibility of crises {wMch 
is quite a different ttung from causing them) within the capi¬ 
talist system. If due to certain circumstances the capitalists 
withhold part of their income from new productive invest¬ 
ments, then there is a break in the reproduction of social 
capital—in other words, a crisis. 

The supporters of Say’s law argued that this could not 
possibly happen. If any substantial body of capitalists did 
not use their profits to expand production* some other body 
of capitalists would. For the capitalists not using their savings 
deposited them in a bank or other financial institution and 
there they were available for loan to capitalists who were 
bent on expansion. So if the capitalists did not invest in 
expansion on their own account, there were other capitalists 
ready to borrow their money and do it. 

In 1928 and 1929 Lloyd George and the Liberal Party were 
engaged in a campaign under the slogan “We Can Conquer 
Unemployment”. They advocated that the government should 
raise loans and use them in financing work schemes such as 
the development of the telephone service and the reclamation 
of the land. The Treasury* at the instigation of the Tory 
government oi Stanley Baldwin* issued a memorandum to the 
effect that this was perfectly useless. No doubt the loans could 
be raised and devoted to the public works in question* thus 
providing some employment. But they would not create extra 
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anploymoit. For the govenunent investment in public works 
would be at the expense of investment in private industry, 
more would be employed on government schemes and less in 
private industry. 

If. however, money saved by the capitalists was not neces¬ 
sarily invested in capitalist business in some form or another, 
then there were resources which could be mobilised by a 
government loan and used to finance work schemes, and this 
need not reduce the amount available for investment in 
private capitalist industry. This. Keynes contended, was the 
case. 

Looking at it from another angle, if capitalist businesses 
could save part of their income, without this being invested 
directly or indirectly in business developments, then the 
various acts of saving would lead to a reduction in the 
demand for goods and if they took place on a sufficiently 
large scale this in turn would lead to unemployment. For 
the portion of income that was being saved was being used 
to demand neither consumer goods nor capital goods. 

When Keynes by a complicated argument had disposed of 
the idea that the capitalist financial mechanism guaranteed 
that money saved would necessarily be spent on develoixnent 
in some favourable private or State enterprise, he. in effect, 
disposed of the theory that capitalism by its very nature 
tended to move to a condition of full employment. Indeed, 
the capitalist system could for years, as was the case between 
the wars, remain for below the full employment level. If 
{Hivate capitalism had no means of overcoming this stagna¬ 
tion then the State, which Keynes r^rded as an impartial 
body standing above the classes, must take it in hand. If the 

ective demand for ctmsumer goods and services was not 
sufficient to call for the employment of all workers (except 
those unemi^oyed for short periods passing between one job 
and another), then the State could help in two ways. It could 
txUce steps to increase the demand for consumer goods by 
measures designed to increase the purchasing power of the 
people, such as increased pensions and increased diOdren’s 
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allowances. (But not, preseat-day Keynesians emphasise, by 
increased wages; for this, they say. would increase industrial 
costs and would make goods more diflScult to sell.) Or it 
could induce the capitalists, by tax concessions or subsidies, 
to engage in more ambitious schemes of capital development, 
or it could engage (though Keynes r^rded this as a last 
resort) in such schemes itself. Capitalism by itself could not 
graerate full employment, but capitalism assisted and re¬ 
lated by the capitalist State could. Keynes did not mind what 
he called partly wasteful expenditure if it increased employ- 
molt. 

“If the Treasury were to fill old bottles with banknotes, 
bury them at suitable depths in disused coalmines, which are 
thoi filled up to the top with town rubbish, and leave it to 
private enterprise on the well-tried principles of Icdssez faire 
to dig the notes up again, there need be no more unemploy¬ 
ment, and. with the help of the repercussions, the real income 
of the community and its capital wealth would probably 
become a good deal greater than it actually is. It would 
indeed be more sensible to bidld houses and the like, but if 
there are poUticd and practiced difficulties in the way of this 
the above would be better than making." (Italics ours.) 

“Pyramid building, earthquakes, even wars may serve to 
increase wealth if the education of our statesmen in the 
principles of the classic economics stands in the way of 
anything better.” (General Theory of Employment, Interest 
and Money, p. 129.) 

The latter sentence has at least been grasped by the 
imperialists. The huge military expenditure of the United 
States has been an essential feature in maintaining onploy- 
ment in that country. Whenever this expenditure has recced, 
as in 1953-54 and in 1957-58, it has helped to create a reces¬ 
sion. At this moment (winter 1958) the government of the 
U.S.A. has enormously increased military expenditure as one 
of the means of lifting the economy out of its crisis. 

To the question of “Where is the money to come from?” 
the Keynesian answer was that the State should, as a means 



of injecting increased demand for goods into the system, 
a budget deficit and pay out for the goods and services which 
it bought more money than it received in taxes. If it was 
objected that this would cause inflation, Keynes’s retort was 
that it wouldn’t if there was a great mass of unemployed 
labour and factories were working below capacity. (It should 
be noted that in 1958 the United States government ran a 
colossal budget deficit as an anti-crisis measure.) Later, when 
a high level of employment was achieved, the danger of 
inflation expressed particularly in rising prices would emerge. 
Instead of running a budget deficit it would then be necessary 
to achieve a budget surplus, by raising more in taxes than 
was being paid out. 

It would be useless to deny that Keynes started some “new 
thinking’’ amongst bourgeois economists. He forced them to 
&ce tlM problem of mass unemployment. He refuted the 
arguments of those who opposed State intervention in the 
monopoly capitalist economy. He apparently justified policies 
like the New Deal of Roosevelt which had hitherto lacked a 
theoretical basis. 

More than that he did not do. He did not, despite right- 
wing leaders’ assertions to the contrary, evolve a policy which 
would eliminate booms and slumps from the monopoly capi¬ 
talist economy and keep it always on an ascending line of 
greater in-oducdon and improved living standards. 

We are now (1958) in the midst of the first post-war econo¬ 
mic crisis which has spread to every section of the capitalist 
world. The Keynesian remedies have not so far worked. 

It is one thing to say that the main business decisions can 
continue to be made by the capitalist groups in industry and 
if a slump occurs the State can be compelled to do something 
to fight it It is an entirely different thing to say that the main 
decisions can be left in capitalist hands, but the State can 
so co-operate with the capitalists as to ensure uninterrupted 
expansion, full employment, rising wages and steady prices. 
This is tie totally unjusti&ble theoretical jump that the 
Labour leaders are making, and there is nothing whatever in 
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the post-war cxpcrioico—fwtKubrfy of the experience of the 
Labour Movement ftom 1945 to 1951—to Justify it. 

Keynes’s theory outlined what he believoi were the factors 
detennining the level of employment, and his model was 
essentially that of a static capitah'sm. He left no worked-out 
theory of why the cycle of boom and slump should take 
place, let alone how to detect when a boom was breaking. 
Yet this is surely necessary if the capitalist State is to inter¬ 
vene in time to prevent slumps and at other times to refrain 
from pressing new projects on an economy that is 
in danger of being overloaded (with the inevitaUe conse¬ 
quences of increasing prices) as a bo<xn develops. Even if be 
Md developed a clear theory of boom and slump, it would 
have been of limited use. For each cycle, while having general 
features, has its own peculiarities which defy prediction and 
which are only grasped subsequent to their appearance. The 
correct timing of State intervention is virtually impossiUe 
and so it has a muddled rule-of-thumb character which does 
not encroach on the growing privileges of the monopolists. 
This intervention, whoi undertaken under popular pressure, 
is better than letting things drift—but it has no relation to 
the maintenance of ^ employment and uninterrupted expan¬ 
sion. 

In Keynesianism there is no grasp of the class structure 
of the monopoly capitalist system, of the everlasting fight 
between the workers ami the monopoly capitalist groups in 
industry. The very existence of sudi struggles is ignor^ in 
this thMietkal system. 

Instead of a struggle between contending classes around 
the question of the division of the products (rf industry, or 
the question of political power, we have a practically omni¬ 
potent State, manipulating economic aggregates like consump¬ 
tion. investmort. etc., so as to maintain full employment. 

Here is Mr. Strachey’s description of the Keynesian State, 
whidi is mudi more revealing than Mr. Stradiey guesses: 
“Not only do the Keynesian controls invtrive continual and 
subtle balancing acts on the part of the planning authorities 
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in order to c^set the continual shifts in the econ<OTic climate, 
but they also and necessarily oit across the affairs of almost 
eveiy great ‘interest’. They cut across the interests of the 
capital goods industries, the farmers and the trade unions, 
the part of the population with fixed money incomes, the 
part of the population with variable money incomes, now 
favouring one interest, now injuring another, as the cause 
of overall stal^ty demands.” {Contemporary Capitalism, 
p. 249.) 

Surdy this is a picture of the State as God. Note that it is 
above interests and can favour them at one time and act 
against than at another, all in the interest of stability. There 
is no ruling class with vested interest in control of this posi¬ 
tively supernatural State, nor do its higher officials appear to 
have any class affiliations. Such a State will never be seen or 
experienced in this vale of tears. It is a dream State, operating 
in a dream world. 

Now it is one thing for a theoretically impartial and omni¬ 
potent State to influence aggregates like consumption and 
investment in an abstract model. It is a different thing for a 
real State with a real class basis to try to influence the policy 
of teal industries in all their everyday complexity. On the 
eve of the American recession the monetary authorities were 
worrying about too much consuming power and trying by 
various devices to diminish it. At that very moment, in spite 
of the apparent ample consuming power, people were ceasing 
to buy the new automobiles, the new and varied duraUe 
consumer goods, and the shock was being transmitted down 
the line to the basic industries. Tbae was what looked to be 
a whole lot <A ^ective demand in general, but it had dried 
up in rdation to specific industries, and it was from those 
industries that the recession spread. It was soon seen that it 
was not so easy to put things right by manipulating goieral- 
ised central controls. 

Keynes had anotlwr theory, which has now entered into 
Labour Party thinking: namely, that the lai^ capitalist firm 
has tended to “sodalise itself’—to think less of extracting 
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the uiaxunuin profit and more about acting responsibly in the 
public interest. This is also a favourite theme of US. mono> 
poly capitalism, and Industry and Society quotes A. A. Berle 
and Peter Drucker, two apologists for American big business, 
in support of this proposition. 

So we get a picture of a world where there is no struggle 
between the classes, no exploited and no exploiting classes, 
no increasingly sharp divergence of class interests, but a 
world in which an impartial State and great monopoly firms, 
becoming ever mote socially conscious, work together for the 
public good. This world of J. M. Keynes. A. A. Berle and 
Peter Drucker is certainly not the world of Karl Marx or 
the present-day G}mmimists, neither is it the world that the 
British working class and middle class are battling in every 
day. Let us. however, look closer at the theory of the large 
firm, which is. along with Keynes’s theory of employment, 
one of the pillars of the theoretical system of the present-day 
Right-wing Labour leadership. 


m. THE ILLUSION OF 
LARGE-FIRM BENEVOLENCE 

The theme of the large firm or combination of firms and their 
relation to the banks has always had an important place in 
socialist literature. It was Marx who first traced their evolu¬ 
tion in capitalist society. He pointed out that in the early 
days oi capitalist society, competition led to the ruin of hand- 
craftsmen and peasants on a mass scale, but as capitalism 
developed, it was the smaller capitalists who were ruined by 
the large. 

“The expropriation the great mass of the people from 
the soil, from the means of subsistence, from the means of 
labour, this fearful and painful expropriation of the mass of 
the people forms the prelude to the history of capitalism.” 

When capitalism has reached a certain stage of oonsolida- 
timr a new expropriation takes place, not that of the peasant 
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aod the bandcraftsmen by the capitaUst, but the expropria¬ 
tion of the small capitalist (or small capitalist firm) by the 
larger capitalist firm. “That which is now expropriated is no 
longer the labourer working for himself but the capitalist 
exploiting many labourers. This expropriation is accom* 
plished by the action of the immanent laws of capitalist 
production itself, by the centralisation of capital. One capi¬ 
talist kills many. Hand in hand with this centralisation or 
this expropriation of many capitalists by a few develops, on 
an ever-expanding scale, the co-operative form of the Ia1x)ur 
process, the conscious technical application of science, the 
methodical cultivation of the soil, the transformation of the 
instruments of labour, usable only in common, the econo¬ 
mising of all means of production by their use. as the means 
of production of combined socialised labour, the entangle¬ 
ment of all people in the net of the world market and with 
this the international character of the capitalist r6gime.” 
{Capital, Volume 1, Chap. 32.) 

Industry and Society (Labour’s 1957 policy statement) gives 
a similar description of the emergence of the large firm and 
the forces making for its further development. It adds nothing 
essentially new but it writes with tte air of having just 
discovered a momentous truth. 

The development of the joint stock company into the cartel 
and the trust, the fusion of industrial and bank capital and 
the social consequences of these developments were analysed 
by Lenin. In the main, these developments were in a reac¬ 
tionary direction. In the spl^re of international trade the 
development of capitalism from free competition to monopoly 
meant the replacement of free trade by tariffs and the growth 
of trade wars between powerful groups of monopolists, using 
their respective States to help them in this stru^e. It meant 
that the monopolists, in their drive for maximum profits, were 
seeking to acquire colonies on an ever-increasing scale as 
sources of cheap raw materials and as areas for capital invest¬ 
ment. with a view to earning much higher rates of profit than 
could be earned cm thdr own home territory. 1^ mono- 
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polists used the State to make the colonies they had acquired 
their carefully protected preserves, seeking to exclude rival 
monopolists from them. It was the struggle of the monopolists 
to obtain colonies, or to extend those they already had, which 
led directly to the two world wars in this century. After the 
First World War the victorious imperialists divided the 
colonies of the vanquished—Germany and Turkey—among 
themselves. It was the striving of the German imperialists to 
regain their lost colonies and to expand in Europe which led 
to the Second World War. The older imperialists—Britain 
and France—sought to retain their colonies by seeking to 
divert German fascist expansion against the Soviet Union. 

On the basis of the super-profits which they wrung from 
the colonies, the monopoly capitalists and their State were 
occasionally able to make concessions to top groups of 
workers in order to draw them closer to imperialism. At the 
same time the growth of monopoly capitalism led to a great 
increase of political reaction. This was particularly underlined 
when the German monopolists lifted Hitler to power in 1933. 
Though the upsurge of the anti-fascist movement of the 
masses in the post-war period caused reaction to retreat, it 
soon began to recover in Britain, the United States and 
Western Germany, and has now lifted de Gaulle to power 
in France. The European G)mmon Market is the creation, by 
the French and German monopolists, of a large protected 
“home market” from which they may emerge to attack the 
markets of the world. It is also a project for holding the 
French and Belgian colonies and semi-colonies in subjection 
in the interests of the Gammon Market monopolists. Once 
a^in the connection between the growth of monopoly and 
the growth of political reaction is becoming clear. 

The economically and socially reactionary character of the 
great monopolies has not only aroused the opposition of the 
workers but also of the small capitalists and the middle 
classes in general, and the monopolies have had to devise 
means of combating this. Just as they have had to foist their 
products on a reluctant public by advertising, so they have 
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striven by the same means to create a benevolent image of 
themselves and to impose this by high-pressure methods on 
the public mind. They try to suggest by all kinds of adver¬ 
tising. subtle and unsubtle. that if they are not exactly 
philanthropic agencies they are well on their way to becoming 
such. It is a scandalous fact that the Right-wing Labour 
leaders more or less accept this as being true and are b^in- 
ning to proi»gate it in the Labour Movement. 

Industry and Society alleges that the control of policy in 
the large firms is beginning to pass from the capitalists who 
own the shares to managers and directors whose position is 
based on technical and managerial skills, and that this is 
bringing about a decisive change in the behaviour of those 
firms to their workers, the consumers and the State. The 
financial magnates who controlled big batches of shares in 
the past were concerned with getting the maximum profit. 
The directors and managers who are beginning to supersede 
them are concerned with other things. “The world of the 
managers is not the world of the shareholders. Hieir [the 
managers’] concern is with production and with expansion, 
far more than with dividends. Salaries, pensions, status, 
power and promotion—these rather than wealth are their 
operating incentives” {Industry and Society, p. 17). The large 
firm is more concerned with puUic welfare than profits, it is 
argued. “The Labour Party recognises that, under increas- 
in^y professional management, large firms as a whole are 
serving the nation well. Moreover, we recognise that no 
organisation, public or private, can operate ^ectively, if it is 
subjected to persistent and detailed intervention from above. 
We have therefore no intention of intervening in the manage¬ 
ment of any firm which is doing a good job” (pp. 48-49). 

In their enthusiasm for what they regard as a new mana¬ 
gerial caste. Labour theorists declare that the takii^ over 
of privately owned industry will now be comparativdy easy 
because managements will only be too willing to co-operate 
with the State. “The influence of private ownership in the 
large firm, as &r as management production and growth are 
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concerned, is small. Their managements are professional, 
autonomous bodies, self-appointed and self-peipetuating. 
There is therefore no reason whatever to assume that a 
change-over, in part or in whole, would of itself lead to any 
problem of operation or management” (p. 39). “In the case 
of the larger firm, no difficulties of finance, incentive, or 
management stand in the way of a transfer to public owner¬ 
ship” (p. 56). 

All this begs the question, for no socialist has ever sug¬ 
gested that the mass of the shareholders ever controlled any 
firm, large or smaU. Even shareholders with quite a stake in 
capitalist industry spread their holdings over a variety of 
firms and are constantly switching from one to another. In 
moments of acute crisis in the life of a firm, it is still exceed¬ 
ingly difficult to get a full mobilisation of the shareholders. 
It is absurd, however, to jump from this fact to the conclu¬ 
sion that no shareholders have any influence at all on the 
policy of large firms. In many large companies there is in 
the board of directors and amongst the shareholders a recog¬ 
nisable “insiders” group, who control sufficient shares to 
guarantee that at a pinch the policy which they are operating 
has sufficient backing. The ^ective “insiders” group will 
consist of members of the board of directors, responsible 
for the general policy of the company, together with share¬ 
holders capable of mobilising votes in times of oneigency. It 
is not a question, as the Labour Party experts seem to think, 
that the board of directors need possess a sufficiency of shares 
to secure the general direction of a company. But the direc¬ 
tors, plus some substantial groups of shareholders, are 
invariably in a position to mobilise sufficient support to get 
their way if challenged. Sir Bernard Docker, for example, 
was dismissed from the post of managing director of the 
Birmingham Small Arms Company in May 1956. He was a 
large shareholder of the company and got sufficient backing 
from other sharelKflders to force the board to summon a 
special meeting in August 1956. Sir Bernard proposed to pot 
before the meetup a resolution calling for the dismissal of 
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four directors and for his own reinstatement. When the 
meeting took place the board of directors was overwhelmingly 
supported. 

Mr. John Y. Sangster, the new chairman of the company, 
told this meeting how he had opposed Sir Bernard the 
previous January. “He [Mr. Sangster] told several directors 
if they could not or would not deal with Sir Bernard, then 
he would go to the stockholders and endeavour to requisition 
a meeting. It was with this in tmnd that he went to see the 
Prudential Assurance to find out whether if he decided to 
reqmsition a shareholders’ meeting he would obtcun their 
support as the largest shareholder. It was not till then that 
he learnt that Mr. Rowe [the finance director of the B.S.A.] 
had previously seen them” {Stock Exchange Gazette, August 
3, 1956. Italics ours). 

So the forces of righteousness with the diffident Prudential 
in the van approved of the action of the B.S.A. board by 
2.824,548 votes to 727,046. Surely the outcome of this 
struggle in the B.S.A.. determined in the last analysis by how 
the shareholders influenced by the most powerful group of 
“insiders” voted, is a direct refutation of the statement in 
Industry and Society that “in these large firms the functions 
of private ownership have declined, or are declining, to the 
point where it has no further part to play” (p. 55). 

It is. of course, true that there are many people on boards 
of directors who got there in the first place berause of their 
technical or managerial qualifications without having a large 
packet of shares in their own right. But if such people have 
few stocks or shares to begin with, they acquire them in the 
course of their upward march. 

In the last years of the Labour government there were two 
cases of this kind which attracted a great deal of attention. 
Standard Motors directors made an allocation of shares to 
Sir John Black, worth approximately £100,000, in return for 
an undertaking on his part not to engage in motor-car pro¬ 
duction in future except with the Standard Motor Company. 
A similar arrangement was made between the Austin Motor 
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Company and Mr. L, P. Lord, its chairman and managing 
director. The Labour government, sensing an element of tax 
avoidance in these transactions, introduced in its next budget 
regulations which rendered them liable to tax. However, it 
is clear that for the efficient director who has climbed the 
technical, managerial ladder to the boardroom, the way to 
becoming a substantial shareholder lies open, and there is no 
distinction in general outlook between the director who owes 
his position on the board to technical expertise, and the 
director concerned with general business strategy who may 
owe his position originally to being a large shareholder, or 
having the support of a large shareholder. Their different 
ways of getting there will make no difference in their attitude 
to the firm or to the capitalist system of which it is a part. 

A recent British book reveals that the bosses (the people 
who in boards of directors and elsewhere determine business 
policy) are drawn from sections of society having an estab¬ 
lished stake in private ownership. Referring to three recent 
books on the origins of directors and managers, it says: 

“All three studies show that a public school education was 
a decided advantage in getting to the top in British business. 
At least half of the directors studied by Copeman went to a 
public school and so did one-third of the top managers in 
the Acton Society study. The latter study was confined to the 
largest companies, which shows that although nepotism has 
declined in large companies, other forms of privilege still play 
an important part in determining who gets to the top. The 
advantages of going to a major public school were even mote 
marked, as twenty-eight of those schools provided one in t«a 
of the top managers. . . . One in twenty of the directors 
named in Copeman’s study made his first useful contacts 
there [in Eton], and of a random sample of business men in 
Who’s Who studied by us, nineteen had been to Eton, which 
suggests that the advantage of being an CMd Etonian b^mes 
more marked the higher up you go. 

“Family influence is still a predominant factor in pro¬ 
motion in many small and medium companies, althou^ in 
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krge companies more are more genuinely open to cwnpeti- 
tion. The study of directors showed that 60 per cent startrf 
their careers with the advantage of buaness oannectians in 
the family.” (Xhe Boss, by Roy Sears and Rosemary Stewart; 
Phoenix House.) 

In his well-known book The Logic of British cmd Am&ican 
Industry, Professor Sargent Florence says: “There is certainly 
evidence for believing that the managerial revolution has not 
proceeded as far as is sometimes thought (or stated without 
thought) and that leadership and the ultimate decision on top 
policy may remain in many companies and corporations with 
the larger capitalist shareholders” (p. 193). 

It is extraordinarily difficult to argue with Itulustry and 
Society because of the loose use of the word “managers”. At 
one moment this term appears to be used of members of 
boards of directors concerned with making general policy 
decisions. At the next it seems to be applied to individuals 
who work on specific jobs under the board. 

If it is the former who are under consideration, then the 
statement that “the world of the managers is not the world 
of the shareholders” (p. 16) is only true as far as subordinate 
managers and small shareholders are in question. But the 
world of the latge shareholder and that of the managing 
director, or the member of the board of directors, is the same, 
and frequently they ate the same person. 

“Their [the directors’] concern is with production as much 
as with profits, and with expansion far more than with divi¬ 
dends. Salaries, pensions, status, power and promotion—^these 
rather than wealth are their operating incentives” (p. 17). 

We wonder if the capitalist in the pre-monopoly stage was 
not also concerned with “production as much as profits”. 
For generally speaking in all stages of capitalism an increase 
in production is also an increase in profits. But the Labour 
Party theorists seem to be asserting that present-day directors 
are prepared to go on prodding thdr firms to increase produc- 
titm without prospects of increased profits; that ttey are 
devotees of production for production’s sake. This is c^tainly 
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a new discovery which should be documented. The right- 
wing theorists are wise enough not to attempt it. 

Of course, laige compam'es (and some small and medium 
ones, for that matter) may spend their resources on expansion 
rather than in increasing dividends. But the aim of expansion 
is more profits and (despite increasing ploughing-back) more 
dividends. Of course directors are interested in “salaries, 
pensions, status, power and promotion”, not to speak of the 
ubiquitous expense account, lump sums on retirement and 
Top Hat pension schemes. But why contrast this with the 
accumulation of stocks and shares, land and houses? The 
one leads to the other. 

Surely the main issue is whether the large company is less 
concerned than the traditional capitalist with obtaining the 
greatest possible yield of profit in return for a given amount 
of capital. In fact it is always seeking to strengthen its position 
as monopolist, semi-monopolist or “price leader” to achieve 
this result. 

The really outstanding thing about large firms is their 
intensive study of how to extract the maximum profit per 
worker employed. A vast literature has come into being 
dealing with the layout of factories, bow to put across “work 
study”, how to introduce automation without provoking 
resistance and how to create the “just one big happy family” 
atmosphere. Every device that can be thought of 
is being resorted to, in order to ensure that the worker, in 
return for his wage, creates an ever-increasing amount of 
surplus value for the firm. So far from the large firms being 
less intent on profits, they are carrying their drive for more 
and more profits to an »tent that is positively megalomaniac 
and today company profits before tax constitute a larger part 
of the national income than before the war. 

There is some suggestion in the statements quoted above 
that boards of directors, infiltrated by managerial elements, 
will be less resistant to Labour proposals to take firms into 
public ownership than any [mvious generation of directors. 

When one considers the fierce campaign of the great steel 
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companies against nationalisation, this is the most obvious 
nonsense. The campaign of Imperial Chemical Industries, 
though conducted infinitely more subtly, is basically a high- 
powered advertising drive to prove that the nationalisation 
of the chemical industry is entirely unnecessary. Even the 
Federation of British Industries has entered the field with a 
pamphlet on nationalisation which is identical with ordinary 
Tory efforts, and the Institute of Directors has issued a state¬ 
ment on similar lines. The famous employers’ organisation 
“Aims of Industry” is doing its best to promote the alterna¬ 
tive policy of worker shareholders. 

Two features of modem business life are omitted by 
Industry and Society. The first is those gentlemen who hold 
directorships in a dozen or more interlinked firms. They are 
not as a rale technical managers. Is it because they so 
obviously represent capitalist financial groups that Industry 
and Society makes no mention of them? The second is the 
trade association (there are 1,300 of them in British industry) 
in which large and small firms combine to pursue a common 
trade policy, including price-fixing. In industry today the 
large firm is like a battleship surrounded by a mass of 
satellite vessels. It makes the general policy of the industry, 
and the small firms follow it and sometimes act as a buffer 
between it and public opinion. Perhaps it would have been 
less easy for the Labour Party to contend that the large firms 
are serving the nation well if their role as the leaders of 
price-fixing bodies were appreciated. 

So far from the large firms and their satellites being more 
ready to co-operate with governments pursuing Labour 
policies, they are hysterically opposed to such govermnents. 
Formerly they left anti-Labour propaganda to the Tory 
Party and the capitalist Press. Now they are distrustful of the 
^ectiveness of such agencies. They want to do anti-Labour 
and anti-socialist propaganda on their own account as well. 
Yet at the very moment that their anti-Labour propt^tanda is 
reaching a crescendo, the Labour Party is still ding^ to a 
policy based on the assumption that there has been a substan- 
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fiaJ change of opinion amongst capitalist directorates, who 
are not only more ready than ever before to co-operate with 
a Labour government but who will offer no real resistance to 
nationalisation. Surely self-deception could go no further. 


IV. THE ILLUSION OF 
STATE SHAREHOLDING 

In the real world today, “the pristine semi-Marxist 
analysis of capitalism” which Mr. Crosland waves aside so 
contemptuously is much more in harmony with the facts than 
the weird theories of those who imagine that capitalism has 
now disappeared. This “pristine semi-Marxist analysis” finds 
its expression in the famous aim set forth in the Labour 
Party 1918 programme “to secure for the workers by hand 
and brain the full fruits of their industry and the most 
equitable distribution thereof that may be possible upon the 
basis of the common ownership of the means of production, 
distribution and exchange”. The keynote of this declaration 
is that the workers by hand and brain are exploited, i.e. they 
are producing new values in the process of production and 
only receive in wages a part of the additional values they 
have produced. The root reason for this is that the workers 
by hand and brain have to sell their labour power to the 
owners of the means of production on terms that ensure that 
they will produce, over and above the value of their wages 
and salaries, a surplus value that is appropriated by the 
owners of the means of production, distribution and 
exchange, be they individuals or companies. A glance at 
^e national income and expenditure figures will show that 
in the year 1956 (the last for which figures are availaUe) for 
every pound earned in wages and salaries in the manufac¬ 
turing industry the companies appropriated 6s. 5d. of net 
profit. In food, drink and tobacco the amount was 14s. 3d., 
in chemicals 14s., in metal manufactures 8s., and in engioeer* 
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ing. 8hipbuilding and electrical goods 6s. (It should be not^ 
that the directors’ salaries of the “insiders” are included in 
salaries.) 

It was the declared aim of the Labour Party in its 1918 
programme to achieve a society where there was no exploita¬ 
tion, and where the only way for any fit person to get an 
income was by working for it. As the private ownership of 
the means of production was a means of obtaining an income 
without work, it should be abolished and replaced by common 
ownership. Of course, the Labour Party in 1918, being a 
reformist party, did not propose to achieve ownership by 
means of a socialist revolution. It proposed to achieve 
common ownership by gradually buying out the capitalist 
owners and by gradually stopping all capitalist investment 
with a view to profit—in short, the ending of all unearned 
income was envisaged. 

In the new (1958) policy attuned to the mid-twentieth 
century it is tacitly assumed that what the State should now 
do is to obtain a share in this unearned income (additional 
to what it appropriate in taxation) by purchasing shares in 
privately owned industry. In short, the State will appropriate 
some of the surplus squeezed out of the “workers by hand 
and brain”. It will also seek to appropriate some of this 
unearned income by means of a capital gains tax. When an 
owner of share or of house property or of land sells them 
at a higher price than at which he bought th^, he make a 
capital gain; and it is proposed that the State should tax 
epital ^ins as it taxe profits. However, Industry and Society 
says that it would be fatal to tax epital gains too much. It 
quote the minority on the Royal Commission on the Taxa¬ 
tion of Profits and Income (Messrs. George Woodcodc, 
H. L. Bullock and Nicholas Kaldor) that it would be rash 
to have a very high cafHtal gains tax “because this would 
encourage the capitalists to dissipate their capital”. Obviously 
if capitalist firms and capitalist invetors are going tp be with 
us for a long time, they must be encouraged to conserve and 
indeed expand their capital. 
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mid of a capital gam tax to tbe State oo the scale suggested 
by the minority would be from £130 million to £220 million 
annum. The minority report thinks that it would yield 
more after a lapse of thirty years. It should be noted, how- 
ever, that the minority report postulated an increase of 
industrial production of 3 per cent per year, as the basis of 
its calculations. This was a reasonable assumption in 1954-55 
when tbe Royal Commission’s report was being prepared. 


But by tbe autumn of 1955 the Tory government was faced 
with t»lance of payments difficulties and sought to cure them 
by a restrictionist policy which produced stagnation in 1956 
and 1957. Last year (1958) stagnation gave way to recession. 


So the estimated yield of a capital gains tax is based on 
assumptions which subsequently proved to be false. Already 
in 1957 Industry and Society had to admit that “as a means 


of checking inequality of wealth a capital gains tax alone is 
not likely to be wholly effective” (p. 38), which may be 
regarded as a desiccated calculating machine’s way of saying 
it would be damned ineffective. At any rate, the net yield of 
a capital gains tax would be such that it would certainly not 
provide the State with resources to buy shares in capitalist 
industry to any large extent. 

The next way envisaged is for the State to acquire shares 
by allowing death duties to be paid “in shares and land as 
well as cash”. What does this involve? Roughly about 30 per 
cent of all estates in 1956-57 were in stocks and shares. If 


we assume that 30 per cent of death duties were paid to the 
State in the form of stocks and shares, this would yield about 
£50 million per annum. Not exactly a windfall. If we assume 
that the executors of estates decided to pay all death duties 
in the form of stocks artd shares, which would be a really 
extraordinary act of co-operation, then the government would 
acquire about £170 million per aimum in stocks and shares, 
but it would lose the £170 million cash now paid in death 
duties. In fact, the transaction is little different than if the 
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government bought £170 million of stocks and shares every 
year out of the proceeds of the budget. 

If, for example, government expenditure and revenue are 
running dose together, the government would have to r^lace 
the lost cash it received from death duties by new taxation. 
Once again no new resources on a worth-while scale are 
being acquired by the government immediately, though it is 
expected that the value of the shares will grow. 

^mewhat more serious is the proposal that the National 
Superannuation Fund, if and when Labour’s pension scheme 
is established, will invest its surplus in industry. This amounts 
to concealed taxation and forced saving imposed on the 
workers in the guise of a pensions fund. The workers and 
the employers will be forced to contribute more than is 
necessary to provide pensions in the next twenty years, so 
creating a surplus that is to be used for investment in indus¬ 
try. The National Superannuation policy statement admits 
that the workers will have to bear this imposition. They will 
have no means of passing it on to anyone else. The employers 
will be able to pass it on in the form of increased prices, it 
admits. “Contributions by all employers are more likely to 
be treated as a wage cost and passed on to consumers” 
(Nationd Superannuation, p. 117). So the Superannuation 
Fund surplus which will be invest^ in industry is the result 
of a tax raised at the expense of the workers and consumers. 
There will be a surplus on the assumption that prices and 
productivity remain constant at £385 million in 1960, £364 
million in 1970 and £282 million in 1980. 

That it is an investment stunt and not merdy a pensions 
scheme is admitted. “As a provision for contingencies, such 
a reserve is clearly excessive. It may also be excessive as a 
psychological guarantee of pension rights. On the other hand, 
dewed as a natiorud fund for investment it is not too large" 
(p. 99. Italics ours). 

Whether the British electorate will pay extortionately hi gh 
contribution rates in order to create a national fund for 
investment is at the mmnent doubtful. In &ct this promises 
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to be one of the Labour Party’s major miscalculations. The 
annual surplus on the National Superannuation will after a 
time, it is said, begin to decline. “Once again after twenty 
years there might be a deficit like we are now facing on the 
present National Insurance Fund.” It is clear, therefore, that 
if the scheme is accepted a surplus for buying shares will be 
built up in the next twenty years. What for? 

The Federation of British Industries claims that this policy 
is “nationalisation by the back door”. The Labour Party 
counters this, saying that “such acquisitions of shares will 
of course be made at full market values. They will be guided 
by purely investment considerations and will rtot be aimed 
at securing controT’ {Industry and Society, p. 57. Italics ours). 

There are one or two marginal cases mentioned later in 
Industry and Society where the State may buy control, but 
the basic aim is “investment considerations”. This means that 
the State will buy shares for the same reasons as an average 
small or medium investor buys shares: (1) to get dividends on 
them, and (2) to get capital gains on them. “Our conclusion is 
that the community shall have the opportunity of participating 
in the almost automatic capital gains of industry” (p. 39). 

Now this means that the State will acquire a vested interest 
in the exploitation of labour. The more value the workers 
can be made to create, in addition to the value of their wages 
and salaries, the more dividends there will be and the more 
the value of the shares will appreciate. The more the workers 
push up wages and salaries in relation to the total product of 
industry, the less share values will appreciate. So the State 
will have a common interest with ^e great monopolists 
in preventing wages rising at the expense of profits, or in 
preventing wages rising to the same extent as profits. 

This State shareholding will in no way diminish the amount 
of private shares which are held. 

If the State buys the shares which someone holds in an 
existing enterprise, the seller can use the money in personal 
consumption or to buy shares elsewhere. Indeed, the fact 
that the State is in the maricet as a buyer of shares may make 
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it easier for the capitalist shareholder to sell his existipg 
shares at a better price than would otherwise be the case. 
Nor is it intended that private shareholders will be prevented 
from buying shares in old or new enterprises. On the con¬ 
trary, it is hoped that private and State sliareholding will 
both expand together, with the lion’s share remaining in the 
hands of the private shareholder. In a recent book, which 
purports to tell capitalist bosses how to find their way about 
in the modem world. State shareholding is regarded as being 
highly beneficent to the existing order. 

“The alternative to nationalisation is now State share¬ 
holding, the emphasis shifting to participation in capital 
appreciation rather than control. Profits are morally wrong; 
but not when the State participates in them. Businessmen 
should not hurry to laugh at this; if a State shareholding in 
their companies makes profits respectable at last, they should 
be exceedingly thankful to have it, for they are always com¬ 
plaining that socialist misunderstanding of the nature of profit 
makes for endless trouble between the two sides of industry. 
Mr. Gaitskell has now indicated that in his personal opinion 
the State should not actually appoint directors in the firms it 
buys shares in, but it should follow the example of the big 
insurance companies which do not interfere with direction 
or management, except when their interests are threatened” 
(TAe Boss, by Roy Lewis and Rosemary Short). The state¬ 
ment from Industry and Society already quoted that “the 
community shall have the opportunity of participating in the 
almost automatic capital gains in industry” means, of course, 
that the State, in its capacity as an investor, will speculate in 
stocks and shares. For a capital gain is not realised until the 
shares whose value has appreciated are sold. This means that 
the State will sell to capitalist buyers, be they individuals or 
institutions, in order to realise its capital gains. In other 
words, the policy assumes the existence of capitalist share- 
holdu's for all time. Presumably if the Treasury feels that 
any shares which it holds are on the way down and are likdy 
to continue in this direction, it will sdl in order to avoid a 
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capital loss. Thus the State bec(Mnes one of a number of 
enterprises tossing about in the sea of Stock Exchange specu¬ 
lation. Though this means nothing but increased exploitation 
for the workers, it is all right for the Stock Exchange. 

The Tory alternative is already becoming clear. When 
Labour came forward with the proposition that the local 
authorities should buy old controlled bouses, the Tories 
replied with a proposal that tenants should be given 100 per 
cent mortgages to enable them to buy their houses from the 
landlords. They are now coming forward with a proposal to 
enable the workers and the lower middle class to buy shares 
in capitalist industry. Why should the worker be compelled 
to pay a higher contribution for bis pension than is necessary, 
in order to enable the State to buy shares in industry, they 
will ask. Fix a lower contribution and provide improved 
facilities for enabling people to buy shares on their own 
account. Both the State and the private schemes will tend 
in the same direction—^namely, to buttress the right of the 
capitalist shareholders to continue indefinitely to grab 
unearned income. 

In addition to renationalising steel and commercial road 
transport, the Labour Party proposes in a number of mar¬ 
ginal cases to consider the extension of public ownership. No 
actual industry is named and it is doubtful if the party is 
doing anything more in this context than laying down general 
principles. “We reserve the right to extend public ownership 
in any industry or part of industry which, after thorough 
enquiry, is found to be seriously foiling the nation. This will 
not necessarily mean taking over an entire industry: it may 
be that the solution will lie in the acquisition for the com¬ 
munity of one or a number of firms. Where public ownership 
is extended, full and fair compensation will of course be paid 
to existing shareholders” (p. 57). 

This is the old. old story. Derelict or semi-derelict firms or 
sections of industry have to be bought out. It was the high 
compensation paid for such mterprises in mining and in 
railways that imposed a totally unnecessary burden on the 
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nationalised industries and is in some degree respcmsiUe 
their present di£Bculties. 

There should be State participation in the ocpansion aid 
development of privately owned enterprise. “In the past this 
has bera dcme on a small scale and generally in the form of 
loans. In future we believe that the State should participate 
through the provision of equity capital” (p. 58), i.e. ordinary 
shares which are a claim for a share in profits, as compared 
with fixed interest stock on which interest is paid wheth^ 
there are profits or not. “It may be that public ownership of 
a single firm will sufiSce to break a production bottlmock, or 
restore comp^tion in a monopolised industry” (p. 47). 

So one can say that beyond steel and commercial road 
transport there will be lide ot no further nationalisatimi 
undertaken by a future Labour government. It was impossible 
in the prevailing mood of the movement to abandon the oft- 
proclaimed aim of renationalising steel and road transport 
Indeed, any suggestion of this would have thrown too dear a 
light on the general aims of the right-wing leadership and 
aroused great opposition. 

State shareholding is not to enable the State to control 
industries or firms, but to enable it to have capital gains 
along with the monopolists on the basis of the continued 
exploitation of the workers. 

The general control of the monopoly capitalist econmny 
is to be achieved by other means. These, as outlined in Plan 
for Progress, we will now examine. 


V. THE ILLUSION OF 
MANAGED CAPITALISM 

The Labour Party policy for controlling the economy as a 
whole is based on “a partnership between State and both 
sides of industry which is essentid to democratic planniqg” 
(Plan for Progress, p. 10). Particulariy dose will be the 
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relations between the State and the large firms which set the 
tone of industry taken as a whole. 

We will deal with the following questions: (I) The aim 
of the programme which is to secure expansion on the basis 
of increased capital accumulation. (2) how the government 
would deal with a slump if this was in existence when it 
came into office. (3) how it would prevent a boom from 
spiralling into higher prices. In the next chapter we will deal 
with (4) the role of wage restraint in preventing rising prices. 


1 

It is generally agreed that, compared with its capitalist 
rivals, production in Britain in the recent period has been 
rising much too slowly. Here is a table extracted from an 
article by Sir Oscar Hobson in the Natiomd Provincial Bank 
Review for November 1958. comparing the percentage rises 
in production in the major capitalist countries over the level 
of 1953: 


United Kingdom, 15 per cent 
U.S.A.. 3 per cent down 
Canada. 11 per cent 
France, 64 per cent 
Belgium, 17 per cent 


Netherlands, 24 per cent 
West Germany. 48 per cent 
Italy, 39 per cent 
Japan, 76 per cent 
Sweden, 25 per cent 


This is due, in the opinion of the Labour Party, to the low 
level of British capital accumulation compared with that 
of other European countries. “If there is one thing which 
above all others will determine the future prosperity of 
Britain, it is the rate of investment which we achieve in the 
next decade. ... All nations are putting a far higher share 
of their national resources into investment than we are. In 
1956 we spent <mly 15 per cent of our national income on aU 
forms of investment. In the same year the Netherlands spent 
25 per cent, Germany 23 per cent. Italy 20 per cent and 
France 17 per cent” (plan for Progress, p. 11). 
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Now it is not merely a question that Britain should devote 
a greater amount of resources to capitalist accumulation. 
That would happen in any case if production rose from its 
present level. What the Labour Party wants is that a greater 
proportion of the annual national income should be spent on 
this purpose—^that, for example, 18 or 20 per cent should be 
devoted to capital accumulation. In order that this could 
be achieved there must either be a drastic curtailment of 
military expenditure (which is not proposed) or a curtailment 
of existing consumption of all kinds. If production were to 
rise from its existing level, wages and working-class consump¬ 
tion generally must be held back if the proportion of national 
resources devoted to capital accumulation is to rise—that is. 
unless it is proposed by a drastic increase in taxation on the 
well-to-do to curtail their consumption. The capital gains tax 
would not do this, and no other taxation proposals are on 
the order of the day. So it is above all working-class con¬ 
sumption that has to be curtailed. This has to be done by the 
high contributions to the National Superannuation Fund. A 
£12-a-week worker will pay 3s. 8d. a week more, and a 
£lS-a-week worker 5s. 6d. per week more. Out of this curtail¬ 
ment of working-class expenditure will come the resources for 
capital accumulation. Thus a £lS-per-week worker will be 
investing £14 6s. per year in the National Superannuation 
Fund, or the equivalent of one week’s wages per annum. 
Then there will be a measure of wage restraint and in addi¬ 
tion such small social reforms as are proposed will be post¬ 
poned until the economy is on the way up. The working class 
is to make the decisive contribution to the increased propor¬ 
tion of national resources which go to capital accumulation, 
but a large part of the capital so accumulated will be chan¬ 
nelled into the businesses of the big monopolists. 

At the Scarborough (1958) Labour Party confermce, Mr. 
Desmond Donnelly. M.P.. declared that tlte party ought to 
establish priorities for the various types of investment. 
Defence should come first, industry next and social services 
a long way after. If he had to choose, he said, between 
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building a new factory at Coventry and a new hospital in 
bis own constituency in Pembrokes^e. he was definitely for 
the new factory first. Mr. Roy Jenkins, M.P., although mote 
cautious, emphasised that it was essential to give more to 
industrial development now in order to have better social 
services and a higher standard of living at a later period. 
Plan jor Progress says that “the ultimate goal of economic 
policy is to raise the standard of living” (p. 10), which of 
course means that the aim is to prevent rises in the standard 
of living here and now, so that increased investment can take 
place and ultimately this will mean a higher standard of 
Uving. 

It is proposed that the Capital Issues Committee will 
review the applications from companies which want to raise 
money in the capital market and will sanction those which 
most conform to the directives issued by the government. 
There are. however, large firms which have ample resources 
of their own, do not need to raise cash and therefore have no 
need to come before the Capital Issues Committee. These 
large firms will be requested to “draw up and report their 
investment plans and in greater detail and on a longer-term 
basis so that measures can be taken to retard or accelerate 
them according to economic needs” (p. IS). How far firms 
operating on a capitalist basis will be prepared to disclose 
their longer-term plans, with all the possibilities of a “leak” 
to their rivals, remains to be seen. The so-called investmoit 
plan consists in the government receiving from the larger 
firms particulars of what they propose to do and then indi¬ 
cating what is, in its opinion, the most important and what 
is of lesser importatxx. 

How is the govermnrat going to ensure that firms conform 
to its priorities? In the war and in the irrunediate post-war 
period, govemmoit priorities were enforced through govem- 
mmt allocation of scarce raw mateiials. As time went on, 
however, quite a grey market developed in those mateials 
and there were widespread evasions. Now, of course, there is 
a surplus of all kinds oS. raw materiids—even in coal and sted. 
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So the government’s main instrument of cmitrol cannot now 
be the allocation of materials but is to be the use of building 
licences in order to control major industrial buildings. There 
is to be no control of repairs or small industrial developmrat 
or housebuilding. This could give rise to the situation when 
a large industrial project was held up on grounds of low 
priority while a lot of much less important small building 
projects were permitted. In any case, building licensing is a 
much too limited form of control. 

Last but not least there is to be established a body which 
will supervise long-term projects of all kinds—namely, a 
National Investment Board. 

“Experience has shown that the government can become 
so preoccupied with short-term economic problems that they 
fail to give sufficient attention to long-term investment needs. 
Further, unless provision is made for reviewing and co¬ 
ordinating all forms of capital expenditure, there can be no 
guarantee that the balanc^ distribution of investment will 
be achieved or that the supply of funds to finance it will be 
adequate. 

“We believe therefore that a National Investment Board 
should be established to keep investment policies under per¬ 
manent review. Its functions would be to examine the general 
level of investmat programmes in the light of available 
physical and financial resources: to point out under- and 
over-investment in particular industries and to draw attention 
to inconsistencies in investment plans—e.g. if the programmes 
of the steel-using industries are out of line with the planned 
capacity of the steel-producing industries’’ (p. 17). 

This reads like an economic survey in the period of the 
last Labour government. It assumes the same situation— 
namely, a great mass of industries scrambling for scarce plant 
and equipment, and the govm'nment deciding between them. 
This is far fnmi the situation of stagnation experienced in the 
last three years. Let us suppose, however, that the large firms 
agree to work with the government on the lines suggested. 
The investmoit plans they have arrived at with a view to 
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maximig in g profit are disclosed to the government. There is 
the usual fierce pressure by the various firms to get their 
projects through without modification. Finally, after a series 
of compromises some kind of overall reconciliation of the 
various plans that is not too wildly out of proportion is 
arrived at. In other words, the best that can be said is that 
the government is acting as a kind of referee, fixing up dis¬ 
putes. but that the real shape of the total investmmt plan is 
being fixed by the tug-of-war of various monopoly interests. 

Plan for Progress deals with all questions as if it were a 
matter of an all-wise and all-powerful government keeping 
certain monopolies in line. In point of fact it is the mono¬ 
polies who have the advantage. In the first place, the State 
in which this policy is being operated is an unreconstructed 
capitalist State. Speaking of the post-war Labour govern¬ 
ment, Mr. Peter Shore says; “The conservative character 
of the Civil Service, a basis of selection which limited entry 
at the higher levels to upper-class persons, remained substan¬ 
tially unchanged under the Labour goverrunent and must 
have influenced the intellectual environment in which policy 
decisions were made” {The Labour Goverrmtera and British 
Industry, 1945-51). The advice tendered to the government 
may therefore suit the monopolists’ book much better than 
it suits the public interest Indeed, the development of the 
type of relationship between State and industry envisaged in 
the Plan may make it much more easy for the monopolists to 
bring pressure on the government than the other way round. 
“You want us to do so and so.” they may say. “We could 
do it more efliciently if we were relieved of some of this 
crushing burden of taxation. What about it?” After all, if 
there is to be a high level of investment under the existing 
capitalist set-up. the government in some way or other will 
seek to safeguard profits in order to make that investment 
seem worth while to the monopolies. 

The financial mechanism of the policy of expansion is 
clear. Working-class consumption has to be cut. Forced 
saving is to be imposed by high superannuation contributions. 
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The resources so acquired go to improve the productive 
equipment of capitalist industry. The worker is compelled to 
finance the expansion of the monopolies, but control rernains 
in the hands of powerful capitalist groups. The people are 
forced to supply the finance, which is placed at the disposal 
of the present rulers of industry. This is as brazen as any 
scheme of “People's Capitalism’’ supported by the open 
defenders of the present system. 


2 

Let us now see how this mechanism of control is expected 
to operate in time of slump. The boom which preceded the 
present (19S8) world recession is described in the Vmted 
Nations World Econormc Survey (1957) as “the first post¬ 
war phase of expansion that did not depend on special 
support factors’’, that is. neither post-war expenditure on 
reconstruction nor a wave of new military expenditure (as in 
1950-52) are needed to explain the first normal capitalist 
boom of the post-war period. There was in Britain and 
America (to which we will confine ourselves) a rise in house¬ 
building and in personal consumption, particularly of durable 
consumer goods. This was followed by an investment boom, 
in which (more in America than in Britain) capitalist Ing 
business productive capacity was considerably expanded. 
There were a number of innovations to be developed, notably 
electronics and the associated forms of control engineering, 
plastics, synthetic textiles, synthetic rubber, and in Britain 
large-scale oil refining and the development of numerous 
chemicals based on oil and the building of atomic power 
stations. It was a boom based on the normal forces of the 
capitalist systom in the various countries. The production of 
the various innovations were humped together in the boom 
and. if past experience was any guide, a recession would 
inevitably follow. Here, then, was a test of Keynesianism. As 
the boom slowed down, would the State, on the well-known 
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Keynesian lines, intervene to increase popular consumption 
or assist the expenditure of firms on capital equipment, in 
order to prevent the recession from developing? In fact, when 
the slow-down became visible the governments of America 
and Britain seemed to be more concerned with promoting 
than with preventing slumps. 

Plan for Progress suggests that the Tory dear money policy 
was responsible for stagnation and slump in British industry. 
This is at best a half-truth. The recession was already on its 
way. All that Tory policy did was to make it worse. The 
Vrated Nations Survey above mentioned says: “The slowing 
down of aggregate demand was partly the result of govern¬ 
ment policies but it also reflected forces inherent in the [trade] 
cycle.” 

The United Nations Survey says that the recession in the 
U.S.A. and Britain is expressing itself in a slackening of 
business investment in new plant and machinery. This appears 
“to be closely associated with the failure of demand to expand 
rapidly enough to keep pace with the growth of capacity 
during this period”. The result is that great masses of new 
equipment have been installed in industry which have never 
b^ really used. To state that a recession is associated with 
the failure of demand to keep pace with the growth of produc¬ 
tive capacity is self-evident. But why has this continually 
happened through the lifetime of the capitalist system? 

We do not intend to deal with the Marxian theory of 
crises in detail: that has been done in Maurice Dobb’s 
work in this series; but there is a famous passage in Marx 
which throws light on this question: “The last cause of all 
real crises always remains the poverty of the masses, as 
compared with the tendertcy of capitalist production to 
develop the productive forces in such a way that only the 
absolute power of consumption of the entire society would 
be their limit” {Capital, vol. 3, p. 569. Italics ours). The 
sentmee we have italicised fits the behaviour of the American 
capitalist economy in the recent period to perfection. The 
durable goods industries—motors, radios, television, house- 
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hold equipment of all kinds—seem to have gone ah»d on 
the assumption that however much they extended their p^ 
ductive capacity there would always be sufficient purchasing 
power in the hands of the people to buy all the goods that 
they could produce. The basic industries—coal, oil, steel, 
rubber, etc.—^went ahead in the belief in the ability of the 
manufacturing industries above mentioned to absorb all the 
raw materials which they could turn out. In 1956, when 
the American trade unions were becoming alarmed at the 
development of autcnnation, their fears were brushed aside 
by the American employers, who declared their hiith in the 
indefinite expansion of the system. There is, however, no 
self-adjusting mechanism in the capitalist system which 
ensures that donand will steadily grow in luumony with 
productive capacity. In every boom the tendency is for the 
capitalists to act as if there were no limit to what they could 
produce except that dictated by the level of technical and 
economic devdopment. While this is taking place, however, 
the same capitalist groups, in their desire to accumulate ever 
greater masses of capital, resist wage and salary increases 
and so set limits to the expansion of demand. Enormous 
capacity to produce is built up which cannot fully be used, 
and the productive mechanism slows down. 

Although the world-wide capitalist recession was in full 
swing by the middle of 1957, the British Tory government 
the following September actually tightened up its dear money 
pdicy with a view to putting obstacles in the way of wage 
increases. The Chancellor of the Exchequer. Mr. Heathcoat 
Amory, made it dear that the dear money policy would 
continue rmtil he was satisfied that the wages movement 
would be slowed down. 

It was not untQ the summer of 1958 that the government 
b^an to rdax its dear money policy. Only in the late autumn 
of 1958 did it increase capital development in the nationalised 
industries. 

It is an abuse ctf language to describe this sort of policy as 
aiming to maintain fuU employment. One of its major aims 
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is to create and maintain a lai^r reserve of unemployment 
than has been usual in the post-war years. Only when this 
aim has been realised will it ^e measures against a develop¬ 
ing slump. But it only does so half-heartedly because the basic 
aim of its policy is the lai:ger reserve of workless as a whip 
to keep the trade unions in order, and it fears any measures 
which might reduce this reserve. 

The Labour Party sets its claims much higher. It is not 
merely concerned with measures to combat a slump wl^en it 
takes place. It claims that under Labour rule, evmi though 
the greater part of industry remains in capitalist hands, 
slumps need never take place. “We can take the high road 
of sustained expansion, planning to achieve higher investment 
and full employment along with more stable prices and a 
strong balance of payments” (Plan for Progress, p. 8). As one 
reads the Plan one feels that the Labour Party has persuaded 
itself that full employment is the normal situation in post-war 
capitalist Britain and that if it is now threatened somewhat, 
this is merely due to the American recession and the policy 
of the Tories. 

Despite its efforts to appear different from the Tories, 
Labour’s main cure for a slump is to administer a larger 
dose of the same medicine as the Tories are now administer¬ 
ing—^namely, an increase of capital expenditure in the 
nationalised industries. 

“The possibility must be faced that we shall inherit a 
situation in which the economy is not merely stagnant as it 
is today but is seriously depressed. If this is the case, then 
incentives to industrial investment would have to be used 
much more vigorously. Moreover, the activities of govern¬ 
ment buying agencies could be speeded up to stimulate 
production. But the man roie would clearly fall to the public 
sector. Fortunately we have in the nationalised industries a 
group of large investment industries whose capital pro¬ 
grammes can be directly controlled by government decision. 
The modernisation of the coalmines, the development of 
atomic power stations, the re-equipment of the railways 
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and the baQding of modern highways can all be greatly 
accelerated. Their spending programmes will send powerful 
currents of demand through the private sector” (p. 14). That 
is all that is said boieath the heading: “Reviving the economy 
in a slump. The special role of the nationalised industries”. 
How very easy it appears! 

But consider the fact that both in Britain and the U.S.A. 
in the course of the previous boom a great deal of new 
productive capacity has been created and has never been 
anything like fully used. Factories have been built, new pro¬ 
cesses and new machinery introduced, and they are not being 
fully utilised. So there has been a cutting-back of further 
development in private industry, whose owners are waiting to 
see what will happen. If there is to be recovery to a new and 
higher level of employment, then the demand for consumer 
goods has got to increase and the capitalist demand for new 
productive equipment has got to increase. These are the 
conditions for a new upsurge in the economy. Will increased 
capital expenditure in the nationalised industries, say 10 or 
IS per cent more, be sufficient to give a stimulus to an 
economy that is running down? If the capitalist economy 
were already on the upswing, then the additional expenditure 
of the nationalised industries might be sufficient to raise it, 
/or a short period at any rate, to a level of full employment. 
But if capitalist industry is on the downgrade, if private 
capital expenditure is contracting, then the increased capital 
expenditure on the nationalised industries might not even 
offset the decline in private capitalist expenditure. It might 
at best prevent things from becoming as bad as they would 
have berame if the expenditure on the nationalised industries 
had not been made. Useful enough perhaps, but that would 
be no confirmation of the proposition that all one needs to 
do is to turn on the tap of increased capital expansion in the 
nationalised industries and that a revival will automatically 
take place. 

The other proposals for lifting industry from a slump are 
to directly encourage investment in the private sector. Again. 
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this may have a limited effect. We must again remember, 
however, the amount of investment that has been undertaken 
recently, even if it is below the level that has been done else¬ 
where. Mr. Butler got a response from capitalist business in 
1954 when he introduced investment allowances. For there 
was a great deal of development to be done and capitalist 
industry was straining at the leash to do it. Now capitalist 
industry, because of what has already been done, sees less 
opportunities and may not react quickly either to cheap 
money or investment allowances. If capitalist groups are left 
in control of industry, the only way open to a Labour govern¬ 
ment, or a Tory one for that matter, to induce them to 
undertake anything, is to show them the possibilities of 
increased profits in the not too distant future. If, however, 
in the recent past they have responded to similar inducements 
and the mass of profit they have earned has not come up to 
expectations, then their response may be decidedly sluggish. 
In any case there is likely to be some lag between private 
industry being convinced that it ought to do something more 
and the impact of its decisions cm the economy as a whole. 

It is absolutely certain that a very much more comprehen¬ 
sive programme involving encroachments on capitalist 
property rights will be necessary if a recession has to be 
fought with any d^ee of success. Here we are confronted 
with the fact that in spite of years of chatter about maintain¬ 
ing full employment, no such programme has been prepared 
by the capitalist state in Britain, that little or nothing is known 
about wlmt snags have to be encountered or overcome. 

Mr. Harry J. Johnson, Prtrfessor of Economic Theory at 
the University of MaiKhester, has a low opinion about the 
machinery for maintaining full employment “Uixler modem 
conditions detailed plans and not tte general intention to 
stimulate demand by some appropriate means when the time 
comes, are essential if the Government is to deal with the 
slump. One reason for this hict, easily and often forgotten, 
is that there has been no experimce of an attempt to maintain 
full employment in the face of strong deflationary tendencies 
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and no certainty that it can be satisfactorily achieved, even 
when the deflationary forces are of internal origin and so pre* 
sumably within the Government control.” {District Bank 
Review, June, 1958.) 

So far we have encountered no Labour or Tory programme 
for maintaining full employment. All that is suggested is a 
series of counteracting (or alleged counteracting) measures to 
be put in operation once the recession is too palpable to be 
ignored. The efiicacy of these measures has yet to be 
tested. One can only say that for those unfortunate enough 
to be unemployed there could be a long, long wait between 
the measures teing announced and their entering a job once 
again. 
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Assuming that the Labour government came into office 
when such expansion was under way, what does it pro* 
pose to do to prevmt that expansion from tumbling into 
a slump? This should surely be a central feature of Plan for 
Progress. Yet it is hardly dealt with at all. 

We will assume that the various investment plans of big 
firms have been reconciled, and that all are going ahead, 
seeking to expand their output in general, and the output 
per worker in particular. What devices or controls or what 
have you does the Labour Party suggest, to oisure that in a 
number of important directions the capitalist firms don’t run 
ahead and increase production to such an ^tmt that the 
market for important groups of goods (for example, consumer 
durables in the present recession) is not glutted and a slump 
touched 

Even in the United States, where industrial statistics are 
collected much faster than they are in Britain and the Presi- 
dmt’s advisers can usually get a much more accurate picture 
of what is happening sooner than is possible here, the sharp 
recessicm in the motor and other durable goods industries 
took every one by surprise. This is particuluiy likdy to 
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the case when a deliberate policy such as Labour proposes 
is being pursued to restrain developments in popular con¬ 
sumption meantime, in order to go over to a new situation 
where a greater proportion of the national income is being 
spent on capital equipment. In the middle of the last boom 
in a number of countries it was found that the pattern of 
production that the existing development of industries made 
possible was vastly different from the pattern of demand. 
Some consumer industries (notably clothing and footwear) 
could have supplied a much greater output than was de¬ 
manded of them. Other industries (capital and consumer 
durables) could not supply enough. As demand increased 
profits rose, the firms in those industries enormously expanded 
their capital, soon there was excess production in relation to 
demand and the recession appeared. In an unplanned 
economy the importance of such a development is often not 
appreciated until the difficulties have already reached an acute 
stage. 

Suppose there is expansion when Labour comes into office, 
what devices has the Party to prevent the monopoly capitalist 
system going ahead and creating more industrial capacity than 
can possibly be used, or from creating the wrong kind of 
capacity? 

There is only one vague suggestion. If the Labour Party 
feels that the big monopolies have run away with the bit 
between their teeth, and that the economy is heading for a 
slump, then it is hinted that the government will try to trip 
it up with the same device as the Tories used in 1955— 
namely, the credit squeeze. It rejects the Tory device of higher 
interest rates on the ground that these would lead to “higher 
taxes, higher rates, and higher mortgage repayments, besides 
imposing a heavy burden on the balance of payments. It is 
thus costly without being effective” (p. 38). 

Labour, we are told, would stand for a new and more 
effective credit squeeze by laying down compulsory rela¬ 
tions for bank lending in order to curb the boom. In real 
life the probability is that the government would be afraid 
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to act prematurely and would intervene too late. In any case 
a new and improved credit squeeze would only act by trip¬ 
ping up the economy and causing unemployment. This is no 
policy for continuous expansion, for there is none that can 
be operated on a capitalist basis. Once we open Labour’s 
bag of tricks for managing capitalism, we find the same old 
phony devices that the Tories are peddling. Never was there 
so little to justify the pretentious claim that Labour knows 
how to maintain uninterrupted expansion under the capitalist 
system. 

There is one further problem connected with the expansion 
of the British capitalist economy, which is created by the 
efforts of the City of London to restore the “City” as the 
world’s greatest financial centre and to make sterling the most 
used currency in the world. Some advances in this direction 
have been made in recent years and the net result is that 
Britain has been rendered more vulnerable to international 
financial speculation. The move to further convertibility at 
this moment (December, 1958) will make it more so. It is 
now generally admitted that the speculation against the pound 
which took place in 1957 had nothing to do with Britain’s 
international trade position, which was better than usual, but 
to the belief that to hold West German marks would, for the 
speculators, be even more profitable than holding pounds. 
Yet the Tory government and the Bank of England, because 
their previous policy had made the pound vulnerable, could 
only “protect” its value by measures which depressed the 
British capitalist economy still further. 

It is no use arguing as the Labour Party does that a sound 
economy means a strong pound. This is simply not true if 
there are not more adequate defences of the pound than exist 
today; but all that Plan for Progress says is “in order to 
reduce the dangers of speculation against sterling, we shall 
seek in conjunction with other members of the sterling area 
to impose effective controls to prevent leakages of sterling 
out of the area” (p. 24). But what if the other countries don’t 
agree? And does this mean that the British banking syston is 
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to be withdrawn from soau of thr e mnz^ t 
* i. i. « tf» 

advance to convertibility from 1951 to 1958? We are not told 


VI. THE ILLUSION OF 
WAGE RESTRAINT 

The great problem, however, is to secure a rapid expansion 
of the capitalist economy with stable prices. The Labour 
Party is really making a tremendous claim when it says that 
it can do this, for most upsurges in the capitalist economy in 
the past have been accompanied by rising prices. The United 
Nations Econcmuc Survey already mentioned documents this 
fully from the closing half of the nineteenth century to the 
present day. The same survey denies that if we take the period 
from 1950 to 1956 rising prices were “always wage initiated. 
On the contrary it is only during a relatively bri^ period at 
the end. that wage costs have been the major causal element 
in price increases.” 

Plan for Progress suggests that Labour will return to a 
policy of fair shares and would impose divideod limitation. 
It would thereby induce the unions to limit their wage 
demands. As a short-term policy while a government is pre¬ 
paring to take over a number of major industries there may 
be something to be said for dividend limitation, but the 
Labour Party is contemplating a long-term policy of expan¬ 
sion of capitalist industry, which (except for steel and trans¬ 
port) remains in the hands the same powerful groups that 
control it today. To expect the capitalists to promote expan¬ 
sion without expectation of higher dividends is to expect the 
impossible. 

However, after dividend restraint is imposed the Labour 
government will be ready for the next step, which is that 
“the government mast attempt to call a halt to the cost-prke 
spiral (i.e. the alleged process by which increases in labour 
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or raw material costs are passed on in the form of increased 
prices). If such a halt cannot be secured there is hope that a 
more lasting price stability may grow out of it. just as a 
permanent settlement may grow out of a temporary truce. 
To achieve it may require in the first place exceptional action 
on the part of the government but this would be justified it 
it delayed the translation of rising costs into higher prices” 
(p. 36). 

Plan for Progress then goes on to recommend three lines of 
approach. Firstly, the government would refrain from policies 
which would raise prices—the Tory Rent Act is cited as an 
example. 

Secondly, it would take steps to deal with monopolies and 
restrictive practices, so as to keep prices down. No one will 
object to this but surely the Party has just told us in Industry 
and Society that “under increasingly professional manage¬ 
ment, large firms are as a whole serving the nation well” (p. 
48). But here they are in Plan for Progress behaving as wicked 
monopolies which must be tackled by the Labour govern¬ 
ment! Yet the whole basis of the “plan” is co-operation 
between the government and the large firms, particularly in 
the field of investment policy. Such co-operation has always 
in the past strengthened the monopolist tendencies of the 
laiger firms. It will infallibly do so in the future. 

Having operated an anti-monopoly policy (no details are 
given), the Labour government will then proce^ to influence 
the wage policy which the unions are pursuing. “While some 
measure of restraint in demands for higher incomes will be 
needed, it will be clear that no kind of wage freeze is en¬ 
visaged. Indeed the whole aim of our policy is to provide 
value for wages—^that is to make possible real gains which 
are not subsequently eaten away by a high cost of living. In 
order that this may happen, the growth of money incomes 
must broadly keep in step with higher productivity taking the 
economy as a whole. Incomes should not be related to pro¬ 
ductivity in any ^rticular industry, for whilst the scope for 
raising productivity differs widely between industries, its 
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benefits should be shared by the community as a whole” (p. 
37 ). 

The policy enunciated above is a refinement of the wage 
theory of the bourgeois economists, which in this particular 
case is shared by Keynesians and non-Keynesians alike. 
Broadly speaking, this theory assumes that the worker in 
capitalist society, by and large, receives a wage which is a fair 
payment for the job he does. Unless there is some change in 
the amounts he is producing he is not justified individually 
or collectively in demanding higher wages. If, however, the 
workers’ productivity increases, bourgeois economists are 
usually prepared as a theoretical proposition to concede that 
he has a case for some increases in wages. 

However, productivity increases at different rates in the 
various industries. In some cases it may be large, in others 
more modest, and in others it may be difficult to decide from 
year to year whether there has been any increase in pro¬ 
ductivity at all. In British industry since the war it is the 
unions in mining, engineering and shipbuilding who have been 
the pacemakers as far as wage increases were concerned. 
Well organised, in industries where productivity was rising, 
they have been able to get wage increases both nationally or 
in the form of factory concessions by the employers. Bour¬ 
geois economists have recently been complaining about what 
they call the “cohesiveness of the wages structure”. By this 
they mean that unions in the less well organised and less 
productive industries then claim and often get wage increases 
in order to keep their wages in line with those of the workers 
in other industries. So those economists are now suggesting 
that if an industry is showing, say, a six per cent increase 
in productivity, tte wage increase should be given, not on 
that basis, but on the basis of the rise in productivity of the 
economy as a whole which might be as low as two per cent. 
The G)hen Council stated the principle as follows in its first 
report: “If however the rise in wages in the more productive 
industries is kept well below the rise in productivity in those 
industries, it would be safe to grant increases to those in 
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other industries for whom increases could not be justified by 
the state of productivity in such industries” (p. 44). 

This is another way of saying, as the Labour Party does, 
that “the growth of money incomes must broadly keep in 
step with higher productivity taking the economy as a whole.” 

Let us look at this precious theory more closely. It assumes 
that if the workers in the most productive industries get wage 
increases "well below the rise in productivity in those indus¬ 
tries” the employers in those industries, because their costs 
have been lowered, will reduce prices. The workers in the 
less productive industries may be able to get an increase in 
wages above that which is justified by their productivity. 
Even if their boss puts his prices up somewhat it will be 
balanced by the reduction of prices in the more productive 
industries, so that there need be no increase in prices as a 
whole. But suppose the employers in the more productive 
industries do not reduce prices. They may decide to enlarge 
their advertising campaigns, or plough back an increased 
amount to reserves. Then only the capitalists will benefit from 
the wage restraint. 

Wage movements may be cohesive in more ways than one. 
The lower the wage increase won by the workers in the most 
productive and well organised industries, the less will be con¬ 
ceded in industries where production is increasing less rapidly 
and where the unions are weak. The effect would therefore 
be to weaken the wage pressure all round and increase the 
growth of profits relatively to wages and salaries throughout 
industry. It should be noted that in Plan for Progress there 
are no plans whatever for price and profit control. Dividend 
restraint would still permit employers to wring a higher profit 
from the workers, provided the excess was put to reserve for 
the time being. 

That is the basic defect of all theories of managed capita¬ 
lism. which always proceed on the assumption that the exist¬ 
ing division of the product of industry (l^ore tax), b^een 
wages and salaries on the one hand, and rent, interest and 
profit on the other is just about ri^t. On this basis the worker 
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is only entitled to some wage increase provided he increases 
production and shares the fruits of the increase with the 
employer. Always it is tlie worker who is regulated, whether 
by compulsory regulation as under the Nazis or by the more 
subtle pressure of the Tory government, the Cohen Council 
or the employers’ organisation. 

Why doesn’t Plan jor Progress remind the unions what 
happened in the period between 1948 and 1952, when the 
unions were co-operating with the Labour government in a 
policy of wage restraint? According to the data given in an 
appendix to the first Cohen report, production per worker 
increased by 9 per cent. In the same period weekly real 
earnings (which were inflated by overtime) increased by 2 
per cent, hourly real earnings by I j per cent and real wage 
rates fell by 2J per cent. In 1950 and 1951, which cover the 
closing one and three-quarters years of the Labour govern¬ 
ment’s period of office, the gross trading profits of companies 
represented a greater proportion of the gross national product 
than in any other post-war years. The fact that a policy of 
wage restraint is invariably accompanied by an increase in 
profits in relation to wages and salaries has been evident in 
every instance where it has been applied over a number of 
years in post-war Europe. 

Of course, in a socialist planned economy wages and 
salaries in the aggregate arc planned, but it should be remem¬ 
bered that there is no ruling class exploiting the workers. The 
division is not between wages, salaries and social service ex¬ 
penditure on the one hand and the unearned income of the 
owners and controllers of industry on the other. It is in fact a 
division of the social product between what is consumed now 
and what is ploughed back to ensure a greatly enlarged social 
product in the near future. 

Artificially restraining wage advances under capitalism 
(when the whole normal relations of forces tend to impose 
limits on what the workers can extract anyhow) means hold¬ 
ing the worker back from attempting to increase his share 
of the social product at the expense of the capitalist because 

52 



the latter may use some of his share for capital investment. 
The right to exploit labour is to be safeguarded because some 
of the fruits of exploitation may be used to finance expansion, 
with a view to further profit—a roundabout, unjust, utterly 
wasteful method of getting any accumulation at all. It is to 
protect and enlarge the share of profit in the social product 
tliat wage restraint in some form is advocated whenever the 
workers are strongly organised. Different excu.ses for restraint 
arc advocated at different times. The current one is that it is 
necessary to stop inflation. The Labour new thinker with his 
wage restraint is closer to the stand|x)int of the average em¬ 
ployer in times of labour scarcity than he is to the average 
trade unionist, who knows that so long as we are in a society 
where capitalist groups are free to strive to get the maximum 
return on their capital the worker must retain his freedom 
to struggle for the highest possible price (wages) for his labour 
power. 

The one sure thing that emerges from our survey is that 
the cycle of boom and slump which has bedevilled develop¬ 
ment throughout capitalist history is now in full operation. 
At one moment the possibilities of profit appear bright, firms 
undertake all kinds of development, they scramble for scarce 
types of labour and raw materials, and so prices go up and 
the workers seek to push wages up to the level of rising 
prices. This boom may be over before some of the develop¬ 
ments which commenced under its stimulus have come into 
full operation. The capitalists find themselves with excess 
capacity they are imable to use fully and look sourly at those 
who insist that for the good of the economy they ought to 
continue expanding in a number of directions despite the poor 
prospects of profit. 

The intervention by the capitalist State cannot prevent the 
occurrence of this cycle of boom and slump, particularly when 
the main drive of the economy is still that of capitalist firms 
seeking to maximise profit and minimise loss. The State is 
being fed with information about the events in the economy 
after they have taken place. If things are moving towards a 
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slump, it will only see them when they are pretty well ad¬ 
vanced—indeed may not see them till the slump Im actually 
taken place. 

So in fact in the monopoly capitalist economy the capitalist 
State can only run around and try to do something when it is 
already too late. Faced with contradictory aims it may not 
know what to do. The authorities might fear that anything 
they did would interfere with their policy of creating a large 
reserve of unemployed with a view to hindering the wages 
movement, or they might fear the adverse consequences for 
the balance of payments. 

Suppose, however, all these questions were settled, how can 
the State influence what the capitalists in control of the large 
monopolies and semi-monopolies will do? Of course, if it can 
point the way to an immediate increase in profit, they will 
follow it willingly. But if it can’t? 

In its efforts to control economic policy the State, under 
Labour and Tory governments alike, has continually inter¬ 
fered in the capital development plans of the nationalised 
industries, at one moment cutting them back and at the next 
stimulating them. The theoretical justification for this is that 
the nationalised industries could be made a built-in stabiliser 
for the rest of the economy which would continue to operate 
on the traditional free enterprise principles. There is no doubt 
that this continual interference with the plans of the nationa¬ 
lised industries caused a great deal of waste and muddle and 
loss to the industries concerned. This was d^mded on the 
grounds that it contributed to stability elsewhere. 

But if the large-scale industries under private control do 
not in certain circumstances respond to the built-in stabiliser, 
if they see no profit, in face of declining demand, in pro¬ 
ducing at the same level as before, what can the State do? 
If they refuse, even in the face of r^uced taxation, to extend 
their capital equipment, bow can the State coerce them? A 
socialist government could, of course, in the last aiudysis, take 
them over. It would thra be abandoning the central Labour 
thesis that by the manipulation of a few central controls full 
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employment and uninterrupted expansion can be maintained 
in capitalist society. 


VII. THE SOCIALIST ALTERNATIVE 

During the three years (1956-58 inclusive) in which Labour 
Party policy was being elaborated, a sharp change of direction 
took place. The slogan of the “new thinkers” was “Socialism 
is about equality”. The policy statement Towards Equality 
(1956) declared “we take it to be self-evident that our society 
will be happier and healthier without social classes” (p. 21). 
The statement listed a number of ways in which the treatment 
of managerial and staff people contrasted with that of the 
ordinary workers. The managerial and salaried people had 
payment from the firm when sick, they had larger pensions, 
they had contracts of service and could not be dismissed with 
a week’s notice. Then there was fierce criticism of the social 
services. The State family allowances (8s. and 10s.) “are 
seriously inadequate.... As a result the need to increase aid 
to the family has now become urgent” (p. 17). There was still 
a great deal of poverty around. “Today it is mainly the aged, 
the widows, and the deserted wives with children, the very 
large families, the chronic sick and people living on small 
fixed incomes who are threatened with poverty. Their num¬ 
bers are disconcertir^y large” (p. 18). It was said that a 
Labour government would move expeditiously to remedy this 
state <rf affairs by more vigorous taxation of the rich. “The 
more equal division of wealth and income will, we believe, 
bring alraut substantial increases in material welfare. But it is 
not for this reason alone we advocate it. The maldistribution 
of incomes, spending power and wealth sustains inequality in 
many of its o^r forms and until it is remedied, little progress 
can be made towards our ultimate aim” (p. 31). 

Today the equality motif is dropped. There are no pro 
posals for advanciqg towards it either in Plan for Progress 
or in The Future Labour Offers You. The “more equal dM- 
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sion of wealth and income” disappears and in the concluding 
pages of moral exhortation in “The Future” the word equality 
is not even mentioned. There are no proposals for improving 
the situation of the family or for a concerted attack on 
poverty, in place of equality there has appeared the P/an fev 
Progress which is a policy for economic expansion within a 
monopoly capitalist framework. 

Let us look at the dynamic of this new policy. There is to 
be no general increase of taxation of the rich. “With the 
backing of the British people. Labour’s programme for con¬ 
trolled expansion will make it possible to complete our full 
welfare programme without raising the general level of taxa¬ 
tion,” says the General Election programme (section on 
Taxes). In fact this is a policy for increasing the inequality 
in wealth and income existing in present-day capitalist society. 
The general idea is that the Labour government will be able 
to eliminate unemployment and to increase production, and 
as a result incomes in the form of wages, salaries, rent, in¬ 
terest and profit will go up; therefore without any increase 
in the rates of taxation, the revenue of the Exchequer will 
increase, so paying for the rather meagre improvement in 
welfare proposed in the programme. Only a part of the 
increased incomes will, however, be taken by taxation. The 
rich (unless counteracting taxation is imposed) will grow 
richer if and when the economy expands. There is absolutely 
no suggestion in the programme that such counteracting taxa¬ 
tion will be imposed. The policy (if successful) means not 
only an expansion of production but an expansion of econo¬ 
mic and social inequality. It proposes to go full speed ahead 
in the opposite direction to that announced in Towards 
Equality in 1956. 

Obviously on the basis of this policy the large firm will 
grow in economic and social power and its control over the 
market will increase. The General Election programme tells 
us that “Labour will enforce a tough anti-monopoly policy” 
without outlining what shape it will take. We know that both 
the Labour government and the Tory government have made 
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many gestures against monopolies and semi-monopolies, 
without this having the slightest effect on prices. In passing, 
it is worth noting that in the U.S.A., the country with the 
greatest amount of anti-monopoly legislation and with en¬ 
forcement agencies on an extensive scale, prices liave been 
rising Ihrougliout the development of the present (1958) crisis. 

The policy of wage restraint as advocated by the Labour 
Party will, if operated, greatly increase the power of the 
monopoly and semi-monopolies, and will mean that profits 
advance faster than wages. Were the programme to work, as 
its sponsors in their most optimistic moods hope, Britain 
would in fact be striding away from economic and social 
equality, and present-day class society would become even 
more unjust and oppressive. The possessing classes would 
regain any little ground they have lost in the sphere of income 
redistribution, and the share of the workers and the middle 
class in the national income would diminish. The exploiters 
would grow more rich and powerful. The exploited classes 
would have to carry a still greater burden of parasitism. To 
present this strengthening of monopoly capitalism as 
twentieth century socialism is an outrage. 

At the beginning of Industry and Society (p, 7), totally 
divorced from anything that follows, there is a statement of 
the reasons “why socialists have [evidently in the past] 
attached so much importance to public ownership”. One has 
only to examine those reasons to see that they embody an 
outlook on society and its problems that is entirely opposite 
to that which now dominates the Labour policy documents. 
On the basis of these reasons an entirely different practical 
policy would be called for. 

Public ownership was supported because “it would sub¬ 
stantially reduce unearned income, unjustifiable inequalities 
of wealth, and the division of society into privileged and 
underprivileged classes—things which socialists have always 
regarded as morally wrong” (p. 7). Forget the terminology 
about privileged and underprivileged. The main classes in 
present-day society are the capitalist class and the working 
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class, though one must never overlook the important role of 
the middle classes. If one wants to use other terms, owning 
and non-owning are more important than privileged and 
underprivileged, for privilege in the main is based on owner¬ 
ship of the means of production and lack of privilege on the 
fact that the worker must sell his labour power to the owners 
on terms largely dictated by those owners. 

If public ownership is to serve as a means of reducing 
unearned income, however, surely the policy of buying up 
semi-derelict firms “which are seriously failing the nation” 
{Industry and Society, p. 57) must be abandoned. If the 
reduction of unearned income and improved distribution of 
wealth is the aim, it is the most, not the least, profitable firms 
which should first be taken over. Once a good supply of fuel 
and power, steel and transport is guaranteed, it is the high- 
powered, efiicient firms, where the rates of exploitation and 
the possibilities of expansion are greatest which count. If 
redistribution of income is the criterion, it is industries like 
motors, aircraft, chemicals, shipbuilding, electrical engineer¬ 
ing. radios and electronics, where profits are highest, which 
should be priorities, not to speak of the joint stock banks 
and the large insurance companies. To use public money in 
buying up derelicts contributes nothing to a fairer distribu¬ 
tion of income. Indeed, it helps to rescue incompetent and 
unlucky capitalist groups at the expense of the taxpayer, while 
the monopolists in control of the iiKlustries where large profits 
are being made go their own sweet way. 

So long as the expanding industries are in the firm control 
of capitalist groups, tax evasion and tax avoidance will 
flourLsh. The abuse of the expenses account system has been 
estimated to involve a loss of around £500 million per year 
to the revenue. Even if the Inland Revenue is encouraged 
(which it is not under the Tories) to toil manfully to check 
those abuses, the Boards of Directors and top managers, not 
to speak of their accountants, are always a jump ahead of 
them. As soon as one means of avoiding taxation is stopped, 
another is developed and the variations are infinite. It is 
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always difficult to decide from outside whether a given ex> 
pense is legitimate or otherwise. So long as private ownership 
exists tax avoidance will grow. 

Finally, if the aim is redistribution of income and the 
elimination of privileged classes, the most powerful expand¬ 
ing industries must be brought under national ownersffip in 
a relatively short period of time. This means that a socialist 
government operating such a takeover must have the power¬ 
ful support of the mass of the people, above all the organised 
working class. 

“It [public ownership] would facilitate central economic 
planning, without which there would be a danger of slumps 
and widespread unemployment” (p. 7). 

It should be noted that this proposition flagrantly (and 
justifiably) contradicts the central thesis of Plan for Progress, 
namely, that an effective control over the economy can be 
operated even if the mass of industry remains in private 
hands. This is also Mr. Crosland’s thesis m. The Future of 
Socialism, but experience refutes it. 

When in 1954 Mr. R. A. Butler introduced investment 
allowances to encourage the capitalists to invest more, he did 
so not in order to worsen Britain’s balance of payments with 
the outside world, but to improve it. But, in the anarchy of 
capitalist production, what he did resulted in the capitalists 
concentrating to a greater extent on the home market, with 
the consequence that exports fell and the balance of payments 
worsened. When Mr. Butler tightened the credit squeeze in 
order to diminish the unexpectedly adverse results of his own 
policy, he expected that the position would correct itself in 
a few months and the expansion, on which he had placed so 
much hopes, would be resumed. In fact, there was consider¬ 
able resistance to the credit squeeze on the part of the major 
capitalist firms and what Mr. Butler got was two-and-a-hialf 
years’ stagnation and then a slide into recession. Mr. Crosland 
says that one of the objects of planning should be to secure 
“a sufficient volume of home demand which does not pre¬ 
empt goods away from export.” {The Future of Socialism, 
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p. 502.) But the response to that demand, as far as the great 
capitalist firms are concerned, depends on where they see 
the greatest possibilities of profit. If their search for profit 
does result in switching goods from the export to the home 
market, it is only after the switch has taken place that the 
position is realised by the government or by the capitalists 
as a whole. 

Effective planning to raise the material and social welfare 
of the people means to aim to achieve certain results on the 
basis of the resources which arc available or are being brought 
into existence. That means the co-ordination of the policies 
and programmes of a wide variety of industries and services. 
It means that there must be no conflict of material interest 
between the government and the planning organisations on 
the one hand and the management of the industries and fac¬ 
tories on the other. This is only possible on the basis of social 
ownership of most of the large-scale industries. 

The socially-owned industries and firms (they need not all 
be owned and operated on a national scale) must create the 
economic climate in which the economy can expand, and 
must be vastly more important than any enterprises still in 
private ownership. This is exactly the opposite of the present 
monopoly capitalist set-up where the big privately-owned 
monopolies set the tone and the nationalised industries func¬ 
tion as their milch cows. 

The claim that if there is not central economic planning 
based on a public ownership, there is a “danger of slumps 
and widespread unemployment” is borne out by the whole 
course of the present recession. If slumps are to be avoided 
and the enormous waste of private enterprise eliminated, there 
must be a planned proportional development of the economy. 
The proportion of production allotted to the development of 
consumer goods industries, and of industries manufacturing 
means of production and the co-ordination of the various 
industries throughout the economy, mu.st be decided on and 
maintained in a flexible way. There must be adequate raw 
material supplies developed to keep all the industries going 
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at full stretch. In a country like Britain this means the 
organisation of exports as an integral part of the plan. In a 
planned economy it could not be left, as it is under capitalism, 
to the chance play of market forces. To the extent that there 
still existed a capitalist world, a planned socialist economy 
in Britain would require to build up food and material 
reserves, to cushion itself against the anarchic forces of 
capitalist trade. The income of the workers in the form of 
wages, salaries and pensions would be at a level which would 
enable them to buy up the consumer goods as they were 
currently produced, so that the possibility of a glut of goods 
could never arise and there would be a continuous stimulus 
to industry to produce more to meet the ever-growing needs 
of the people. 

The coming of the second industrial revolution—the peace¬ 
ful use of nuclear energy and the automation of production 
processes—necessitates over-all planning if it is to increase 
the welfare of all the people. It must be introduced in such 
a way that it will proceed smoothly and efliciently, so that 
unemployment can be avoided. The planning authorities must 
have a comprehensive view of what is happening in the 
various industries, where redundancy is threatened and what 
new development can be proceeded with, in order to absorb 
all the available labour. The educational system must be pre¬ 
pared to co-operate with the various industries, in training 
and retraining workers for the new methods of work. The 
assumption that if the State, by manipulating a few central 
controls, can maintain a high level of demand, the workers, 
without further regulation, will move from the industries 
where a surplus of labour threatens to those where there is 
a shortage, presupposes that automation will advance at a 
snail’s pace. But if it docs then the chances of a swift, un¬ 
interrupted improvement in living standards are remote. If 
automation is deliberately speeded up. in order quickly to 
improve living standards, then a careful detailed planning is 
essential if great waste and upset is to be avoided. 

The improvement of the social services must be planned to 
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keep pace with the growth of the economy. Nothing could be 
more ludicrous than proposals to make the level of an indivi¬ 
dual’s pension conform to the so-called rights he has sub¬ 
scribed for in the course of his working life. Just as wages 
and salaries are increased and hours reduced as productivity 
expands in socialist society, so housing, pensions and socud 
services generally must conform to the same rule. These 
social services must be a charge upon industry and grow in 
extent and efficiency as industry grows. In capitalist society 
individuals are credited with amounts of income, wages, 
salaries, rent, interest and profit that the State has no inten¬ 
tion of letting them keep, and a part of which is then taken 
back in the form of taxation to pay for social services. This 
rigmarole is doubtless necessary in capitalism, but a socialist 
society can dispense with it. Under socialism the social ser¬ 
vices are built into the economy as a direct charge on industry 
and grow as society’s power to produce wealth grows. 

A socialist economy can plan for a higher rate of growth 
than monopoly capitalism. It is not subject to periods of 
slump or of prolonged stagnation. Even if its average rate of 
growth was no greater than that of capitalism in a good 
year, it could secure a greater rate of growth over a period, 
because it is slump free. Its rate of growth is, however, much 
greater because the reduction (and ultimate elimination) of 
unearned income stops the waste of resources by a parasitic 
ruling class and enables more to be devoted to investment in 
the latest types of machinery and processes and in the train¬ 
ing of skilled people to work them. 

In recrat years the gross national product in Britain has 
been increasing at a rate of between 1 and per cent per 
annum. In the best post-war years it never went much higher 
than 3 per cent per annum. In the seven-year plan of the 
Soviet Union the gross output of industry will grow at the 
rate of 8.6 per cent per annum. In a recent issue of the New 
York Herdd Tribune the well-known publicist Walter 
Lippmann calculates that American production is insufficient 
for all the tasks that the government is undertaking. He wants 
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the rate of economic growth raised from 3 per cent per 
annum (which has been America’s average throughout the 
century) to 5 per cent per aimum. “TTie raising of the rate 
... is a very formidable undertaking.” he says. There must 
be “a hard and sustained effort to increase the productivity 
of our economy. This is the way in which the Soviet Union 
is challenging us, by their own hard and sustained effort over 
the coming seven to ten years to surpass this country in per 
capita productivity. The Communists will win this competi¬ 
tion unless our productivity is raised rapidly beyond what it 
is now” (December 14, 1958). 

Public ownership, socialists in the past have believed, 
“would lead to higher productivity through better organisa¬ 
tion of industry free from the evils and irresponsibility of 
private monopoly ... it would lead to a new spirit in industry 
and economic life—co-operation and fellowship in place ctf 
the competitive struggle, which was the very essence of 
capitalist enterprise” (p. 7). Obviously this new spirit can 
only flourish when industry is no longer the battleground of 
contending classes and when the worker can see that nothing 
can prevent his increased productivity leading to a higher 
standard of life, and that no one in virtue of possessing stocks 
and shares will have a claim on that productivity. In the seven- 
year plan of the Soviet Union the real income of factory 
and office workers will go up by an average of 40 per cent 
per worker. Not only are wages scheduled to rise with pro¬ 
ductivity but also pensions. There is to be a gigantic 
increase in housing construction, over 2 million houses per 
year in the towns alone and in all 22 million houses in town 
and country in seven years. This is accompanied by a seven- 
hour working day (a 42-hour week) by 1960, and from 1964 
on there will be established a five-day week with six or seven 
hours per day. In spite of the shortening of the working day 
the productivity of labour is expected to rise from 45 to 60 
per cent in the course of the seven-year plan. In the nine 
years 1948-56 (inclusive) productivity in the entire British 
economy rose by 20 per cent in the economy as a whole, and 





23 per cent in manufacturing industry. The much greater 
targets which the Soviet Union is setting show the enormous 
potentialities of a socialist society, which has eliminated the 
exploiting classes and all the waste of wealth which they 
represent. 

A new spirit in industry means new democratic organisation 
in the workshop. The Labour Party policy documents make 
no decisive proposals in this direction, limiting themselves to 
the familiar rut of joint consultation. Joint consultation 
usually means that all the basic decisions as to the policy 
which given industries are to pursue are taken at the higher 
management level, and the workers’ representatives arc asked 
to give their views on the final result. This per|:)etuatcs the 
old division between “they” (the board of directors and the 
higher management) and “us” (the mass of the workers). 
Socialism means of course decisive changes in the higher 
management. Workers and technicians will take the place 
of the capitalist directors. But it also means that the trade 
unions and their workshop organs (the shop stewards com¬ 
mittees) will have a real say in the management from top to 
bottom and their initiative will be stimulated. 

The workers and their representatives at every stage must 
be encouraged to participate in the development and formula¬ 
tion of policy and not merely be invited to give their opinion 
after cut and dried schemes are prepared and presented to 
them by management “experts”. l.ast but not least, if socia¬ 
lism is to mean new relations in the workshop and a new 
atmosphere of brotherhood, the organisations which express 
workers democracy in present-day capitalist society must be 
protected and encouraged now, in preparation for their wide 
role under a socialist government. The sour attitude expressed 
by right-wing Social Democrats and trade union officials 
towards the shop stewards, is the negation of such a 
development. 

To bring about such changes it is necessary that the work¬ 
ing class in alliance with progressive sections of the middle 
class, captures political power. This involves not only a 
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parliamentary majority, and its support by the mass organisa¬ 
tions of the people. It also means the transformation of the 
Stale itself. The leading posts in all State departments must 
be filled by men and women loyal to socialism, determined, 
whatever resistance may be put up by vested interests, that 
the will of the people shall prevail. Mr. Strachey’s God-State, 
engaged impartially in putting all classes and interests in a 
class society in their place, is a fantasy. The State in a class 
society is organised to preserve the essential structure of that 
society, although it may from time to time manoeuvre under 
popular pressure. Unless a socialist majority, backed by the 
mass of the people, transforms the State to do the work of 
socialism, they will end up as its prisoners. 

What must those in the Labour movement who desire a 
real socialist policy do? In the first place they should combat 
the alleged Twentieth-Century wSocialism—based on the 
writings of Lord Keynes, P. F. Drucker and A. A. Berle. It is 
not, as its supporters contend, a sophisticated, modern policy 
for the Labour movement. It is crude, unsophisticated and 
stupid importation of capitalist ideas into the movement, 
which can only confuse its vision and weaken its will, and 
render it not only unfit to bring about a social transformation 
but even to defend the everyday interests of the working 
class. 

There are three obvious grounds on which the Right-wing 
policy must be immediately attacked. It encourages no real 
fight for work and wages. Its social reforms are grossly in¬ 
sufficient and ils policy on nationalisation is wrong. Not only 
pensions, but all social payments, i.c. sickness benefit and 
industrial injuries, must be raised nearer to the level of an 
average working class wage and they must be financed by 
taxation of the rich and not by increased contributions from 
the workers or by taxes which the employers can pass on to 
the consumers. 

It is the industries where the largest profits are being made 
and where the potentialities for growth are greatest, which 
should have priority for nationalisation, and not those which 
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are wallowing in inefiSciency. and there should be an extended 
programme for the nationalisation of the efficient high profit 
industries. After all, socialism aims to »nancipate the workers 
and not to act as a philanthropic agency, buying out the 
inefficient capitalists. 

Above all, the way to working class unity should be cleared 
by abolishing all those bans and prescriptions, which prevent 
Labour Party members from associating with Communists in 
all manner of struggles against the Tories and the capitalists. 
Just as trade unionists are free to elect Communists to repre¬ 
sent them industrially, so they must be free to elect Com¬ 
munists to represent them politically in the local Labour 
Parties and at national conferences. 

It Ls essential that all socialist-minded workers should 
recognise that every move forward in the socialist world will 
give a powerful stimulus to the advance of the common people 
in Britain. The Right-wing propaganda which depicts every 
development in the Soviet Union and China as a deadly 
menace is Dullesism and has nothing in common with 
socialism. The claims of the Right Wing that they can fight 
Communism better than the Tories, is simply another way 
of saying that they will serve capitalism better than the Tories. 
Such attitudes only weaken Labour and strengthen the forces 
of reaction. So a new attitude to the socialist world is im¬ 
perative. 

When the Right Wing emphasise the fact that they are 
practical men pursuing a practical policy, let us remember 
that this has produced precious few practical results in the 
last ten years. 

The big concessions were won by the workers when 
capitalism at the end of the war felt itself insecure and faced 
a mighty upsurge of the common people. No practical results 
have bMn obtained as a result of the Labour leadership’s 
hostility to the socialist world and to advanced policies at 
home. Indeed, the Tories and the monopolists have in the last 
decade been busy whittling away the gains achieved by the 
workers in the past. Thus experience proves that it is the 
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bold c hallenging policy which brings the most positive day-to- 
day results, while strengthening and inspiring the workers to 
press fearlessly ahead to their goal—the classless socialist 
society. 
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